Sales Forecasting and Budgets 


By E. E. DUNSHEA, Finance Director and General Secretary 
of Dunlop Rubber (Aust.) Ltd. 


ERE is nothing magical about 

forecasting or budgeting. One 
Dseds training in fundamentals, but 
what is mostly needed is good sound 
"common sense. Leaders in industry 
“and men at the head of business today 
“Must be fundamentally trained, re- 
‘gourceful, and last, but certainly not 
least, men of courage and vision with 
cast iron constitutions. 


|" We must believe in the efficacy of 
"market research, sales forecasting and 
budgetary control if we are to be suc- 
‘cessful in practice. There is nothing 
really new about this trio. The man 
' who owned the small grocery business 
at the street corner when you were a 
‘boy studied his market, forecast his 
| gales, even exercised some form of bud- 
ry control. The only difference 
tween the grocer then, and big busi- 
| Mess now, is that the grocer did not 
"know he was practising these things, 
"big business knows, and spends a great 
deal of money, wisely, in so doing. 


Undoubtedly, market research, fore- 
; casting and budgetary control are 
musts in business today. 


Distinction between Forecasting and 
Budgeting. 


' There is a distinction between fore- 
| casting and budgeting, and yet the two 
re inseparable. A forecast is a de- 
4 ination and statement of what 
hay be expected to happen in the light 
past experience, present conditions, 
me any changes in factors influential 
n the past. A budget is a master 

pl n of action for a definite period of 
“ume. A forecast is distinguished from 
| 8 guess by the extent to which careful 
analysis and interpreted information 
vides its basis. The information 
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contained in a sales forecast is de- 
veloped to provide the following de- 
tailed information :— 


1. Sales in units by products by sizes. 


2. Sales by States or territories, ac- 
cording to the set-up of the busi- 
ness, whether Intra-state or Inter- 
state. (Further analysis into sales- 
men’s territories is also desirable.) 


. Sales by groups of customers and/ 
or major accounts. 


. Sales by months or weeks, accord- 
ing to the requirements of the busi- 
ness. 


Each company has its peculiar prob- 
lems in deciding the amount of detail 
necessary in developing a sales fore- 
cast. The above is indicative of de- 
tails most often found. 


In developing this information the 
sales forecaster makes use of five types 
of data—analysis of past sales, records 
of external data, sales plans and 
policies, general and special business 
conditions, national and international 
conditions. 


Analysis of Past Sales. Market re- 
search, sales forecasting, and budget- 
ary control are impossible without ac- 
curate and adequate records. 

Sales Analysis is an art in itself and 
to produce it, if the business is size- 
able, we need the assistance of office 
machinery. There are many types of 
machines, all of which do an excellent 
job, but the main thing to bear in 
mind is that results must be produced 
promptly if the information is to be 
of any real value. If your business is 
of a national character you must have 
sales data in sizes by products by 
States. You must have sales by pro- 
ducts by salesmen’s territories and you 
must know what raw material stocks 
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SALES FORECASTING — Continued 


you are holding and what finished 
goods you are holding by products and 
sizes in each selling centre and each 
bulk store throughout the Common- 
wealth. 

There are other sales records which 
are highly desirable, such as sales by 
products by important towns and 
selected customers, but those I have 
mentioned are basic and I repeat, must 
be available. 

Records of External Data. External 
records or records of factors which are 
without your own business are obtain- 
able from various sources. Govern- 
mental departments compile a tremen- 
dous amount of data which is most 
helpful if thoughtfully selected. Just 
to give one example; details of motor 
vehicles registered in each State of 
the Commonwealth is vital to Dunlop 
and the motor industry generally, and 
this information is readily available 
from the Motor Registration Branches 
in each State. 


Our customers have their own re- 
cords, records of past performances, 
forecasts and anticipations for the 
future, and in most instances they will 
allow us to use the information they 
have compiled, we in turn reciprocat- 
ing. 

Sales Plans and Policies. There are 
many items which could be mentioned 
under this heading. 

During the depression of the early 
30’s the tyre industry in Australia de- 
cided to introduce a second-grade tyre. 
Naturally, this was done for a specific 
reason and the forecaster would have 
to take this into consideration. 

General and Special Business Condi- 
tions. Business cycles are discounted 
by many, and perhaps rightly so, but 
strange as it may seem such cycles do 
exist and we do well to pay some atten- 
tion thereto. 

It is not my intention to attempt an 
explanation in this regard this even- 
ing for I do not possess the head know- 
ledge nor do I think it would be very 
helpful. There are helpful books 
available. 
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The forecaster must pay heed to the 
secular trend. Whether an upward or 
downward trend is shown depends 
upon the products and the industry 
concerned. With a product where the 
demand has been considerable, because 
of improvements in technique or per- 
haps a new invention, sales must de 
cline and the forecast must be made 
accordingly. If practicable the busi- 
ness concerned must introduce a like 
product or another product to take its 
place and so fully utilise the production 
facilities built up over the years, eg., 
Dunlop for many years enjoyed very 
large sales of flat transmission belt- 
ing, but the designers of machines 
found that V belt drives were superior 
in most instances, therefore, from a 
given point we had to forecast decreas- 
ing sales of flat transmission belting, 
but fortunately we were able to more 
than make up the sales volume so lost 
by producing Dunlop wedgeropes. 


This trend is of the utmost import- 
ance and must be taken into account 
when preparing forecasts or making 
budgets. 


In Australia we experience great 
variance in climatic conditions and 
where a business is Austraitia-wide great 
attention must be paid to seasonal 
characteristics, eg., a weatherproof 
or waterproof garment which sells par- 
ticularly well in Queensland, is of no 
use whatsoever in Tasmania. Tractor 
tyres which are designed to work in 
fairly dry and hard conditions will not 
operate satisfactorily in damp muddy 
conditions and vice versa. 


Long-range weather forecasting has 
been developed by one or two indi- 
viduals in this country and has proved 
very helpful indeed to those who have 
sought their advice. Dunlop receives 
reports regularly, and such reports 
have enabled us to have stock at the 
right location at the right time. Wet 
weather footwear and clothing are 
cases in point. 

The forecaster must closely watch 
the activities of competitors. Just be- 
cause you happen to have the best 
article of its kind on the market you 
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GALES FORECASTING — Continued 


cannot afford to sit complacently with 
your arms folded, for sooner or later 
your competitor, who has been care- 
fully testing your product against his 
own, introduces an article which is 
superior to yours, and temporarily 
throws a spanner in the works. 


Naturally, it is not always possible 
to receive advance information in these 
instances, but wise companies continu- 
ally check the quality of their competi- 
tors’ products and try to keep a jump 
ahead, but if overtaken, then with a 
minmum of delay they know the 
answers and take the necessary action. 


In forecasting we must also bear in 
mind competing industries, comple- 
mentary industries and feeder-cus- 
tomer industries. The sales fore- 
caster who does not possess knowledge 
of the trend of growth and relative 
position of competing industries can 
hardly be familiar with his own indus- 
try. The person who would undertake 
to forecast the sale of silk can hardly 
afford to be ignorant of rayon or nylon. 
If rubber were his product he would 
need to study plastics. The study of 
these competing products and services 
represents an important phase of the 
analytical approach to sale forecasting. 


The analysis of industries and facili- 
ties that are complementary to the sale 
of a product or service will often repay 
the forecaster with helpful informa- 
tion. Improved highways increase the 
use of cars, trucks and tyres, etc. The 
ever-increasing number of factories 
improve the sales of goods that go into 
these factories to make them work and 
80 on. 


The growth of those _ industries 
whose productive activities serve either 
as feeders or consumers of the in- 
dustry in question must be carefully 
watched and studied. The forecaster 
cannot hope to appraise properly the 
Prospect cf sales in a particular com- 
pany without first studying the posi- 
tion that the company or industry oc- 
cupies with respect to those industries 
Whose activities are linked with his 
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own in the chain of industrial fabrica- 
tion and marketing. 


National Conditions. Great care 
must be taken to study the economy 
and general conditions of the nation. 
Exporting largely primary products, 
our prosperity is dependant upon their 
sale at a satisfactory price. Unsound 
government policy unsettles trading 
conditions and makes people loath to 
spend their money. Forthcoming elec- 
tions also have their effect. 

An ambitious programme of public 
works gives a tremendous lift to busi- 
ness, and provided it is a safe pro- 
gramme, is very beneficial to the com- 
munity. This and other items coming 
under this heading must be taken into 
account when sales forecasts are being 
made. 


International Conditions. “No man 
can live unto himself.” No business 
house can live unto itself, neither can 
a nation, therefore, we must take cog- 
nizance always of the international 
situation and conditions generally. 

You may say—“We have no export 
business”. It does not matter whether 
you have or not. International condi- 
tions do affect your business because 
they do affect the purchasing power of 
your customers. 

The depression of the early 30’s did 
not have its beginning in Australia, but 
overseas. However, like a dread dis- 
ease it spread to most countries of the 
world, and we can well remember what 
it did to business in this country. 

Getting nearer home, the recession 
of two or three years ago had its be- 
ginning in another part of the world. 


Methods of Forecasting— 
External Factors. 


The Percentage of Industry Method. 
Many companies use this method of 
forecasting, but many others find it 
impossible to do so. Dunlop is for- 
tunately placed, for with our major 
product, tyres, and with some of our 
other large volume products, we have 
a very good knowledge of what the 
sales of the industry will be for at least 
twelve months ahead, i.e., given reason- 
ably normal trading conditions. 
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SALES FORECASTING — Continued 


We naturally know what percentage 
of the market we obtain. It stands to 
reason, we are never satisfied with the 
percentage and strive always for a 
greater share of the potential. This 
pursuit is the champagne of business 
just as a beautiful drive from the tee 
is the champagne of golf. Success 
makes you feel good, failure makes you 
determined to do better next time. 

Let me illustrate this method. The 
number of motor vehicles registered is 
known and the industry over the years 
has learned how many tyres and tubes 
are consumed per vehicle per annum. 
The rest is simple arithmetic. This 
covers the field of what we know as 
replacement tyre sales which is the 
larger part of the industries tyre mar- 
ket. 

The field of initial equipment tyres 
is a little more difficult to assess, but 
our friends in the motor industry 
firmly believe in forecasting too, and 
are always most co-operative. Between 
us, therefore, we arrive at a fairly ac- 
curate figure of the number of new 
vehicles to be registered in the forth- 
coming twelve months. Here, again, 
we Dunlop know with considerable ac- 
curacy what percentage of the market 
we will obtain. 

As previously mentioned, “the per- 
centage of industry” method does not 
apply to all business houses, but if, 
upon reflection, you find it does in your 
case, use it, for I can speak volumes 
in its favour. 

Historical Analogy Method. By this 
method an attempt is made to discover 
some past period whose characteristics 
bear close analogy to those operating 
for the period of the forecast. The as- 
sumption being that where conditions 
are similar results will also show re- 
semblance. The results for the pre- 
vious period showing the points of 
similarity are, therefore, examined and 
the estimate for the period under con- 
sideration accumulated in the light of 
the previous achievements, allowances 
being made for the natural growth of 
the company since the last like period 
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and for any special conditions likely to 
operate. 

This method is not used to any great 
extent by Dunlop. 

General Business Trend Method 
Where the previous methods are in. 
possible forecasters use largely “the 
general business trend” method, which 
is a sound one. 

It is unwise for an individual to at 
tempt to assess the degree of this 
trend himself. He should discuss it 
fully with all key personnel in his own 
business. He should discuss it with 
outside business executives in as many 
and varied industries and institutions 
as possible, and then determine what 
the trend upwards or downwards will 
be and if, for example, it proves to be, 
for the period in question, a 15% in- 
crease on the previous year, then he 
must decide whether his business wil 
be able to increase by that percentage 
or a greater or lesser one. 

This method is used by Dunlop in 
many of its products. 


Internal Factors. 


From the Outside In. (From the 
Outposts to Head Office Control.) This 
method is used by many companies. 
The Branch Managers prepare in de 
tail a sales forecast bearing in mind 
the conditions previously mentioned, 
discuss it with those concerned at their 
Branch, and then forward it via the 
Supplies Manager to the Sales Manager 
at Head Office. 

The Supplies Manager, who should 
be an expert at forecasting, considers 
the figures and makes his comments to 
the Sales Manager of the Company. 
He in turn considers the figures in the 
light of the comments he has received 
from the Supplies Manager and he 
agrees or disagrees with the Branch 
forecasts and makes what he considers 
the necessary corrections. 


From the Inside Out. 


(From Head 
Office Control to the Outposts.) Some 
business houses do their forecasting 
at Head Office, with Sales Manager and 
the Supplies Manager and their assist 
ants doing the work. Naturally, they 
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take all factors and conditions into ac- 
count. They feel that they are in a 
petter position to judge the market 
than are their Branch Managers. The 
forecasts are set out by Branches and 
are forwarded to the respective Branch 
Managers. 

Both methods are quite sound, and 
as I have previously mentioned, are 
used individually by certain business 
houses, but a goodly number, wisely 
| think, combine the two. At Dunlop 
we work from the outside in and then 
from the inside out, and over the years 
this system has proven to be par- 
ticularly successful. 


Difficulties in Forecasting. 


In some instances business houses 
have great difficulty in forecasting and 
there are many and varied reasons for 
this, but the main one, I think, is due 
to the fact that the business house in 
question lacks adequate internal re- 
cords. My advice to these people is to 
make arrangements for adequate re- 
cords and begin forecasting on a sound 
basis as soon as possible. 


Preparation of the Sales Budget. 


Sales forecasts and sales objectives 
go hand in hand with sales budgets, 
but the figures are not necessarily the 
same in each case. Of the three, the 
sales budget is the most important. 
It is the hub of the business wheel. 
All budgets right through to the Profit 
and Loss and Cash Budgets are based 
thereon. Production facilities are pro- 
vided, raw materials are purchased, 
stocks of finished goods are planned, 
in fact the whole financial structure of 
any business has as its foundation the 
sales budget. The necessity for ac- 
curacy, therefore, cannot be over-em- 
phasised. 

Any Profit and Loss Budget, any 
Cash Budget, any Expenditure Budget 
is only as good as the Sales Budget. 


Respomsibility for the Sales Budget. 
In a small business one person can be 
entirely responsible for the compilation 
of the sales budget, but in a large in- 
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dustry this is neither possible nor de- 
sirable. 

Where there are Branches in each 
State and the business is large enough 
to be departmentalised, the Branch 
Departmental Manager, the Branch 
Managers, the Australian Supplies 
Manager, the Head Office Departmental 
Managers and the Sales Manager for 
the Company all have their responsi- 
bilities in regard to the compilation 
of the Sales Budget. 

In Dunlop the sales budgets which 
are prepared at the same time as the 
forecasts are made follow the plan pre- 
viously outlined. They come from the 
outside in and then go from the inside 
out. 


Sales Objectives as Distinct from 
Sales Budgets. 


Many companies set sales objectives 
as distinct from sales budgets. This 
procedure is-sound. The sales budget 
should definitely be attainable. The 
sales objective is something to be 
achieved, if at all possible. The sales 
budget, therefore, should be broken up 
into States only and no attempt should 
be made to break it up into salesmen’s 
territories unless it be for the use of 
the Branch Manager only. 


Sales objectives should be set by the 
States and broken up into salesmen’s 
territories. Naturally, these figures 
should be in excess of the figures 
shown in the sales budget. 


It goes without saying that the 
company’s production facilities must 
be sufficient to meet the demand should 
the objective be achieved. 


Setting sales objectives or quotas is 
very difficult indeed and many things 
must be taken into account—past per- 
formance, population, competitors’ ac- 
tivities, what industries exist in the 
territory (primary, secondary, mining, 
etc.), climatic conditions, terrain, 
whether water supply or no, number of 
motor vehicles registered, number of 
tractors in use, and so on. Although 
not an easy task, this job must be 
tackled conscientiously if the business 
is to be successful. 
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A Peep into the Future. 


Twenty years ago business execu- 
tives were largely historians. Being 
concerned too much with past events 
they did not spend sufficient time plan- 
ning the future. Now business execu- 
tives are fast becoming prophets. They 
study the past, but only as an aid to 
the planning of the future. 

We can be certain of this—from 
now on the executive who wishes to 
build up and maintain a successful 
business must be able to peep into the 
future. Market research, forecasting 
and budgetary control are the only 
proven ways. 

The formula for “A Peep into the 
Future”— 

A Budget Jig Saw. 
The Picture Complete. 
The Successful Business. 

Used in business, as. previously 
stated, a budget is a master plan of 
action for a definite period of time, 
usually twelve months, but not neces- 
sarily so. If actual results are con- 
tinually compared with the budget, 
and they must be, it aids in securing 
control over the different parts of a 
business and this control enables man- 


agement to secure maximum profit 
from a minimum investment. 

The advantages of budgetary control 
are legion, hereunder are some of 
them :— 

It ensures that each function of the 
business is made the responsibility 
of the appropriate executive. 

It enforces co-operation. All de 
partments of the business are 
forced to co-operate in attaining 
the budgeted result. 

It conserves money. The budget re- 
gulates expenditure for defined 
projects. 

It guards against over-expansion. 
Being realistic the budget guards 
against undue optimism which 
could lead to over-expansion. 

It forces management to live within 
its income because it calls for the 
conservation of the resources of a 
business. 

It enables management to pre-deter- 
mine when and what extra finance 
is necessary and whether it should 
be of a permanent or temporary 
nature. 

It calls for the maximum use of 
fixed and current assets, therefore, 
it causes the most economical use 
of working capital. 


Metropolitan : College 


The Metropolitan Business College will be celebrating its Diamond Jubilee in 
1955 and for that purpose its Roll of Accountancy Graduates is being revised. 


All M.B.C. graduates are asked to send particulars of their present address and 
degree to Mr. L. Stewart Johnstone, Director of Studies, Metropolitan Accouftancy 


College, Dalley St., Sydney. 
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Fine Points of Commercial Law 


By E. H. COGHILL, LLM. (Librarian of the Supreme Court of Victoria) 


Effects of illegality 


T is easy to say that an illegal con- 

tract is void and no one can sue on 
it. But while that will deprive one of 
the parties to the illegal contract of 
some advantage, it may confer a cor- 
responding advantage on the other 
party whose merits may be no more 
conspicuous than those of the other. 
Accordingly, the cases swing this way 
and that, as the Courts enforce the 
general rule or find reasons for hold- 
ing that it does not apply. 


A good example is Bedwell v. Staple- 
ton, 1954 A.L.R. 709. In that case, 
one, Dempsey, agreed to purchase a 
garage business in Queensland and to 
finance the transaction he borrowed 
£2,300 from the appellant Bedwell, 
agreeing that Bedwell should hold the 
title to the business as a security for 
the repayment of £2,550 and interest. 


By section 14 of the (Queensland) 
Moneylenders Act, it is not lawful to 
charge fees for the making of any loan. 
Dempsey having been made bankrupt, 
the Supreme Court of Queensland 
held that the whole transaction was 
void and that the respondent, the Of- 
ficial Receiver, was entitled to recover 
the garage from Bedwell without re- 
paying anything. 


From this decision, 
pealed. 


The High Court, after a careful ex- 
amination of the exact words of the 
section, held that it applied only to the 
“procuration fee” itself, and did not 
operate to render the whole loan ir- 
recoverable. In doing so, it approved 
of two earlier decisions on this Queens- 
land section, but reversed this one. 
Thus Bedwell was allowed to hold the 
garage as security for the repayment 
of the £2,300 only—far better than 


Bedwell ap- 
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losing it altogether. That is the 
trouble. Such a decision is a stand- 
ing invitation to moneylenders to 
charge these fees, for even if they are 
found out, all they lose is their costs, 
so that “if it comes off once in ten 
times, it pays”. 


A similar decision is Re Allchurch, 
16 A.B.C. 119. In that case the bank- 
rupt, a builder, agreed to build a 
house for £1,600, the maximum per- 
mitted by the (South Australian) 
Building Materials Act, for a house 
erected without a permit. However, 
he insisted on a preliminary deposit of 
£500, for which he gave a receipt for 
£350, thus collecting a “black market” 
bonus of £150. He also contravened 
other provisions of the Act, by failing 
to insert in the contract the date on 
which construction would commence, 
and by failing to pay this deposit into 
a trust account. He also failed to start 
building within a reasonable time, and 
finally became bankrupt. 


The victim, having repudiated the 
contract by reason of these last three 
breaches, the Court of Bankruptcy 
(Paine, J.) was able to hold that, as 
the contract was still executory, the 
building owner was entitled to enforce 
his agreement despite its illegality and 
to prove in the builder’s bankruptcy 
for the loss he had suffered. 


A Warning to Promoters 


RACY v Mandalay Pty. Ltd., 88 

C.L.R. 215, is a sharp and salutary 
reminder that a promoter owes a duty 
‘to his company, and that any transac- 
tion not adopted by an independent 
Board after full disclosure may be set 
aside by the Courts. 


In this case, one Salon and his wife 
were the sole shareholders of a small 
proprietary company, which had for- 
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merly owned a factory but had sold it 
and now carried on no business what- 
ever. 


Salon then bought a block of land in 
the name of the company for £6,000, 
sold shares to various persons, includ- 
ing Tracy, for enough to satisfy the 
contract price, and then formed the re- 
spondent company, Mandalay, which 
he intended (in vulgar terms) to be 
the mug. When Mandalay had an is- 
sued share capital of 3 £ shares held 
by Mr. and Mrs. Salon and Tracy, it 
entered into a contract to buy this 
land for £2,500 and to buy all the 
issued shares (about 2,500) in Salon’s 
company for £8/12/- each. 


As a result, respondent, with a 
capital of £3, had contracted a liability 
of over £24,000. This it proceeded to 
discharge by advertising that it would 
build flats on the property, which it 
would allot to those who purchased 
shares. No flats were in fact erected. 
but the money rolled in and before the 
scheme collapsed the whole of this 
enormous debt was discharged. 


On these facts, the Supreme Court 
of New South Wales and (on appeal) 
the High Court of Australia had no 
difficulty in holding that Salon had 
committed a breach of his fiduciary 
duty as a promoter, and must refund 
the whole amount paid him for his 
shares. Further, the other vendor 
shareholders had come in on the basis 
that Salon would get up the respondent 
company and they would share in the 
profits. They were therefore bound 
by his actions and they also must re- 
fund. If and when they repaid the 
money they had extracted, the respon- 
dent company must re-transfer their 
shares back to them and must also re- 
sell the land for the price which it had 
paid for it. 


Another Trust of Shares 


HE principles involved in the case 
of Re Hart, which I discussed last 
August (35 A.A. 331) are further 


408 


elucidated by the case of Re Wilkinson, 
1954 V.L.R. 486. 


In that case testator left his resi- 
duary property to his trustees upon 
trust for his mother for life, and after 
her death for his sisters. The Will 
gave the fullest power to retain invest- 
ments and postpone conversion, and 
gave power to invest in (among other 
things) “shares of any incorporated 
company”, and also very wide powers 
to take up bonus issues and so forth. 


However, it provided that “my trus- 
tees shall hold and apply any premium 
or profit produced from such disposi- 
tion or transfer upon the same trusts 

. as if the same were income”. 


Testator had held some Melbourne 
Co-operative Brewery shares. On these 
they received a free bonus issue of 
shares, which they retained. They 
could not have taken cash in lieu of 
these shares but could, of course, have 
sold them as soon as allocated. 


Testator also held some _ B.H.P. 
shares. This company offered the 
trustees a preferential yight to sub- 
scribe for £ shares at par. The trus- 
tees sold for £2,000 the right to sub- 
scribe to some and took up others, 
some of which they still held and some 
they sold a year later for £2/3/- each. 


The question then arose what they 
should do with all these various items. 


Both by the terms of the will, and 
by the (Victorian) Trustee Act sec. 
10, the trustees were entitled to take 
up these bonus issues and to retain 
them as capital. Further, they were 
under no duty to sell them unless in 
their discretion they thought fit to do 
80. 


But if they did sell, the clause of the 
will, which I have quoted, compelled 
them to treat any “profit” arising 
from a “disposition or transfer” of 
shares, even a capital profit, as income. 

Sale of “rights” is not a “disposi- 
tion or transfer” of shares, and so was 
not caught by that clause, and the 
£2,000 so received went as capital in 
accordance with ordinary principles. 
However, the profit of £1/3/- per share 
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on the shares taken up and later sold 
did come within that clause and must 
be paid to the life tenant, not retained 
as capital. 

In my note on Re Hart I suggested 
that the investment clause there used, 
being limited to preference shares, 
was too narrow. The clauses used in 
this will were much wider and, I sub- 
mit, more realistic. 


However, these results, firstly, that 
sale of rights produces capital profits 
while sale of shares produces income, 
and, secondly, that shares acquired 
cheaply or as a bonus issue can only be 
sold under penalty of paying part or 
all of the proceeds to the life tenant, 
suggest that they are not the final 
answer to the search for a just and 
fool-proof “investment clause”. 

People invest in company shares 
rather than securities for money in 
order to guard against inflation, and 
this clause has the effect of tying the 
capital of the fund to its nominal value, 
any increase therein being skimmed off 
and used as income. 


Exchange Problem Again 


ATIONAL Mutual Life Association 
of Australasia Ltd. v. Attorney- 
General, 1954 N.Z., L.R. 754, raised 
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over again the old problem “What is 
a pound?” as between Australia and 
New Zealand. Plaintiff was the holder 
of several lots of New Zealand In- 
scribed Stock and Bearer bonds, total- 
ling about half a million pounds face 
value. 

These loans were raised in Mel- 
bourne, and both application form, the 
receipt and the scrip contained the 
statement (in various forms) that in- 
terest and principal were payable in 
Melbourne free of exchange. 

At the time the loans were raised, 
between 1925 and 1927, the Melbourne 
and New Zealand £ were at par. After 
various fluctuations, New Zealand cur- 
rency was restored to parity with ster- 
ling, so that £100 N.Z. was worth £124 
Australian. The plaintiff claimed to 
be entitled to payment in New Zealand 
currency. 

The Supreme Court of New Zealand 
was pressed with the argument that a 
Government loan was to be deemed to 
be regulated by the law of the Gov- 
ernment concerned. But the Court 
held that it could not ignore the ex- 
press words of the contracts between 
the parties. They had agreed that the 
loans should be paid in Melbourne 
“free of exchange”. This clearly 
meant that they should be paid in Aus- 
tralian currency, and accordingly the 
claim failed. 





Articles of 


EXTRAORDINARY general meetings 

of members were held in Sydney 
on September 15 and October 1. The 
meetings were convened for the pur- 
pose of considering a number of 
amendments to the Articles as set out 
in the notice of the meetings given in 
the August issue of “The Australian 
Accountant” (pages 316 to 319). Fifty- 
two members attended the first meet- 
ing held on September 15. 

In moving the adoption of the re- 
solution as a special resolution, the 
President—Mr. C. R. Hicking—ex- 
plained the nature and purpose of the 
various amendments. The motion was 
seconded by Mr. O. H. Paton (Vice- 
president). Some doubts were raised 
about the form of the proposed amend- 
ment to Article 8, which omitted re- 
ference to experience gained in the 
Commonwealth Department of Taxa- 
tion for the purpose of advancement 
to the status of Associate. 

It was therefore agreed that para- 
graph C. of the resolution should be 


deleted and that the matter should be 
further considered by the General 


Council. Paragraph E.E of the resolu- 
tion was amended to clarify the inten- 
tion to omit the word “registered” 
secondly appearing in Article 122. The 
resolution, as amended, was then 
passed as a special resolution by the 
requisite majority of members. The 
resolution passed at the first meeting 
was duly confirmed at the second meet- 
ing held on October 1. 


BY-LAWS. 


Consequent upon the amendment of 
Articles relating to the procedure for 
dealing with matters of professional 
conduct, it has been necessary for 
General Council to amend By-Laws 17, 
21 and 22 and to add a further By-law 
22A. The amended and further By- 
laws will now read as follow:— 


BY-LAW 17. 


(a) Each Divisional Council shall at the be- 
ginning of every year and the General 
Council may whenever in its opinion cir- 
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Association 


cumstances so require appoint a Com. 
mittee comprising not less than three 
members of the Council as prescribed in 
Article 30 to be called the Investigation 
Committee. 
Each Divisional Council and the General 
Council may appoint also a Committee 
comprising not less than five member 
of the Council as prescribed in Artick 
29A to be called the Disciplinary Con- 
mittee. 

(c) No member of a Council shall at the same 
time serve on both the Investigation and 
Disciplinary Committees. 


BY-LAW 21. 

An Investigation Committee to whom a 
complaint has been referred as aforesaid shall 
have power to interview the member con- 
cerned and to obtain information from any 
source that such Commitee deems necessary. 
After consideration of the complaint or 
charge by the Investigation Committee, it 
shall report thereon to the Council which ap- 
pointed such Investigation Committee or to 
the Disciplinary Committee of such Council 
whether in its opinion the member concerned 
has a case to answer. In submitting its re 
port to the Council concerned or to its Dis- 
ciplinary Committee on any case (other than 
a charge laid by the Divisional or General 
Council) the Investigation Committee shall 
not disclose the names of the parties or the 
circumstances relating to the complaint. 


BY-LAW 22. 

(1) In the event of the Council or its Dis- 
ciplinary Committee being informed that, 
in the opinion of the Investigation Com- 
mittee, the member in question has a 
case to answer, it shall arrange to meet 
for the purpose of considering the mat- 
ter. 

The member in question shall be in- 

formed in writing of the time and place 

of the meeting and of the matter or mat- 
ters to be considered, at least fourteen 
days before the meeting. 

The procedure at the meeting shall be 

as follows:— 

(a) A member of the Investigation Com- 
mittee (to be chosen by such Com- 
mittee) shall present the case to the 
Council or its Disciplinary Commit- 
tee, stating all material facts both 
favourable and unfavourable to the 
member in question as they appear 
to the Committee. Save as aforesaid, 
no member of the Investigation Com- 
mittee shall take part in the adjudi- 
cation of the complaint. 

The member in questien shall be 

given an opportunity of being bh 
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(b) 





ARTICLES OF ASSOCIATION — Continued 


and of calling evidence in his de- 
fence. 


(c) Members of the Council or its Dis- 
ciplinary Committee shall be given 
an opportunity of questioning any of 
the parties to the complaint. 


When, in the opinion of the Chair- 
man of the meeting, al] relevant mat- 
ters have been considered, members 
of the Investigation Committee and 
the parties to the complaint shall re- 
tire, and the Council or its Discip- 
linary Committee shall determine:— 


(i) whether or not the complaint 
has been sustained, and 


(ii) In the event of its deciding that 
the complaint has been sustained, 
the penalty, if any, to be im- 
posed on the member in ques- 
tion. 
BY-LAW 22A. 

All findings and decisions of the Disciplin- 
ary Committee shall be reported to the Coun- 
cil concerned and the Council shall cause the 
same to be duly recorded. : 

Articles and By-laws relating to pro- 
fessional conduct were issued to mem- 
bers as a supplement to the January 
issue of “The Australian Accountant.” 
The By-Laws set out above should now 
be read in conjunction with that sup- 
plement. 


COMMENT ON A MONTHLY INDEX OF AUSTRALIAN 
FACTORY PRODUCTION 


Factory production in Australia 
showed a rising trend during the first 
half of 1954, according to A.N.Z. 
Bank’s Index of Factory Production. 


Released for the first time, this in- 
dex is the only one of its kind avail- 
able for regular publication in Aus- 
tralia, although similar indexes have 
been published in certain other coun- 
tries for some years. It provides a 
useful and convenient indicator of the 
trend of the volume of output of that 
very large part of economic activity in- 
cluded in factory production. 


The index is calculated monthly, 
based on the year 1948-49 equals 100, 
and is adjusted for the varying num- 
ber of working days in the month and 
for major seasonal variations. 


Latest Figures 

Latest figures available for “All 
Groups” of factory production are for 
April, revealing a gradual upward 
movement in the first four months of 
this year, at a level materially higher 
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than in the corresponding months of 
last year. This overall trend also ap- 
plies generally to the major groups 
making up the Index. 


Figures for May and June are avail- 
able for some of the major component 
groups. They record a continuation 
of the rising trend. The accompany- 
ing table shows that the important 
Groups— Metal Working Industries, 
Clothing and Textiles, Chemical and 
Allied Industries—achieved good gains 
in May and June, while Basic Materials 
included improvements in Building 
Materials and in Iron and Steel. 


This continued rise in factory pro- 
duction volume, says A.N.Z. Bank, is 
very significant in Australia’s present 
economic circumstances, for a rise in 
quantity of production will be a valu- 
able foil to an increase of spending 
power which seems likely to continue 
in Australia, and will help to prevent 
such a rise in spending from bringing 
about an unwelcome return of infla- 
tion. 


All 





FACTORY PRODUCTION — Continued 
A.N.Z. MONTHLY INDEX OF AUSTRALIAN FACTORY PRODUCTION. 
Base 1948-49 = 100. 


Adjusted for working days in month and major seasonal variations. 





1953 1954 
Factory Groups Apr. May June Jan. Feb. Mar. Apr. May June 
BIG, GROUGG . 20. 55) 6s: 00 114 113 128 132 132 _ _ 
Al Building Materials . .. 13 125 129 134 139 143 153 _ 
A2 Timber .. .. ved~ee 123 114 91 101 116 _ _ 
A3 Iron and Steel gh res 167 175 173 173 176 
A4 Non-ferrous Metals .. 103 116 138 119 129 








TOTAL GROUP A. .. 130 132 131 130 139 
(Basic Materials) 





Bl Motor Vehicles 
B2 Household Machinery 
B3 Industrial Machinery 


B4 Miscellaneous Metal 
roducts 





TOTAL GROUP B 


(Metal Working 
Industries) 





Cl Woollen Textiles 

C2 Cotton Textiles 

C3 Rayon Textiles 
Total Textiles 

C4 Clothing . 





TOTAL GROUP C es 
(Clothing and Textiles) 





D1 Dairy Products 
D2 Cereal Milling 


D3 Fruit and Wueemaite 
Canning .. 


D4 Meat Canning and 
owe .. 4 


D5 Other Food 
Total Food 

D6 Breweries 

D7 Tobacco .. 





TOTAL GROUP D.... 
(Food, Drink & Tobacco) 





E1 Chemicals & ete 
Fertilizers... : 
E2 Paint .. 


E3 Soap .. 





TOTAL GROUP E .. 


(Chemical and Allied 
Industries) 





Fl Rubber 
F2 Leather 
F3 Floor Coverings 





TOTAL GROUP 
(Miscellaneous eleeiinia 
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In Brief... 


By GORDON BRUNS 


Better Terms. — Commentators are 
directing attention to the prospects of 
Australia’s trade balance deteriorating 
this season, under the threat of rising 
imports without much chance of a sub- 
stantial improvement in exports. There 
is some slight consolation from the 
fact that import prices are tending to 
ease in some directions, which would 
mean that a given quantity of imports 
could be bought for less currency—and 
for a lesser quantity of exports (pro- 
viding export prices hold). 

A favourable sign is that the export 
price index of United Kingdom exports, 
which constitute a large proportion of 
our imports, declined in July for the 
first time for eight months. 


The fall was only 1%, but it occurred 
in the important groups of metal manu- 
factures, textiles and miscellaneous 
manufactures. Such a worsening of 
the United Kingdom’s terms of trade 
probably means an improvement in 
Australia’s terms of trade, because we 
buy so much of our imports from her 
and sell her such a large part of our 
total exports. 


* 


High Dip.—The widely forecast re- 
cession in the United States seems so 
far to have been only a minor decline 
from a high level, still leaving the eco- 
nomy prosperous. Gross national pro- 
duct figures, which give a useful over- 
all indication of prosperity, were the 
same in the second quarter of 1954 as 
ag first, at an annual rate of $356 

illion. 


This was about 4% below the peak, 
which had been recorded a year earlier, 
and was largely accounted for by re- 
duced government spending. This in- 
fluence promises to continue as defence 
spending is slated to drop in the cur- 
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rent fiscal year. However, the ordinary 
consumer and business spending plans 
suggest that the total community out- 
lays will not contract materially for 
some time yet. 


* 


Paper News.—The market for paper 
has fluctuated seriously in recent years, 
but recent reports indicate that sup- 
plies have been somewhat scarce in 
Europe, with all Scandinavian wood- 
pulp sold, and imports required from 
North America. 


This was a favourable atmosphere in 
which the new Kinleith plant of N.Z. 
Forest Products Ltd. made its first ex- 
ports to Australia for newsprint pur- 
poses, providing us with a convenient 
source of sterling softwood pulp for 
blending with the product of our 
eucalypt. 


* 


More Timber.—Timber is still a 
major basic material and its production 
reflects significant trends for the whole 
economy. The important categories of 
timber imports all showed sharp rises 
in the first half of 1954 as compared 
with the corresponding period of 1953. 
This is partly explained by the fact 
that the over-stocked position which 
developed in 1952 has now been cor- 
rected, and demand has revived. 


This, of course, is largely a reflection 
of a rise in activity in the building and 
furniture trades. One of the strongest 
indications of the position is that be- 
cause of the inadequacy of local pro- 
duction to meet demands for weather- 
boards, the by-law permitting entry of 
weatherboards duty free has been ex- 
tended until the end of this year. 


4i3 





iN BRIEF — Continued 


The Eternal Circle——An even flow of 
work and of revenue is claimed to have 
been promoted by a prominent Mel- 
bourne store and reported in the “Re- 
tail Merchandiser.” Claimed to be part 
of an extensive programme of stream- 
lining to bring the store into line with 
service offered by leading oversea 
stores, it may have wider application. 

The system requires that customers’ 
accounts, arranged in alphabetical 
sequence, should be divided into say 
twelve groups, with the trading cycle 
for each group ending on a different 
day of the month. By observing these 
various dates for forwarding accounts, 
an even flow of outward accounts is 
achieved, and it is also claimed to fol- 
low, that as the customers become used 
to it, there will be a more regular flow 
of revenue coming in. The mechanics 
of the system appear to be very effi- 
cient and speedy. 


* 


Unearthing Talents—The new alu- 
minum industry in Tasmania should 


not be judged merely on the basis that 
it carries out the processing of im- 
ported raw materials which have for- 
merly been purchased abroad in pro- 
cessed form. It will also enable Aus- 
tralia to utilise the extensive bauxite 
deposits known to exist in Australia— 
particularly at Wessel Island, off Arn- 
hem Land. 

By giving value to a resource which 
has previously rested undisturbed be- 
low the surface, the industry makes an 
important economic contribution, and 
also an important strategic contribu- 
tion—because aluminium is used for so 
many essential purposes. The plant at 
Bell Bay is expected to produce alumina 
early next year and aluminium ingots 
by the middle of 1955—with a rated 
capacity of 13,000 tons a year. This 
quantity would be worth about £234 
million. 

* 


Who Wins from Oil—While it re- 
mains to be seen how rich a reward 
the stock exchange investor will reap 
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from Australian oil exploration acti- 
vities, there is no doubt that the coun. 
try stands to gain in various ways from 
the extension of refinery capacity in the 
near future. An estimate made by the 
Petroleum Information Bureau claims 
that if refinery capacity remained at 
present levels, import requirements 
in 1956 (at current prices) would total 
£87 million of petroleum products. 


But with the extended capacity ope- 
rating at scheduled rates, we are like 
ly to have to import only £60 million of 
such products in that year—thus ef- 
fecting a saving of £27 million of over- 
sea expenditure. Without such major 
developments and many less specta- 
cular ones, Australia would not have 
been able to raise her standards of liy- 
ing to the levels we now enjoy, for there 
is a limit to the purchasing power of 
our primary exports in the world’s 
markets. 


But, of course, the big dream is to 
save much of the £60 million too—by 
finding our own crude product within 
our own territories. 


* 


More Australians—The 1952 Net 
Reproduction Rate for Australia has 
been published by the Commonwealth 
Statistician at 1.468. This is the high- 
est level for several years, and indi- 
cates that if existing mortality and 


fertility rates continue, the population 


will expand by 46.8 per cent. each gene- 
ration, apart from the effects of migra- 
tion. 


Net Reproduction Rate is a more re- 
fined indicator of population growth 
than other measures, for it takes into 
account the age constitution of the 
population. However, some idea of sub- 
sequent growth is indicated by the 
trend of births and deaths in 1953, and 
it would seem that the Net Reproduc- 
tion Rate has remained at a high level, 
thus maintaining a rapid rate of popu- 
lation expansion. This has important 
implications for markets, labour sup- 
ply and other factors of significance 
for business. 
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i” BRIEF — Continued 


Straws in the Wind.—Changes have 
eome over the United Kingdom demand 
for meat. For the first seven months 
of 1954, United Kingdom meat imports 
were 30,000 tons less than in the same 
period of the previous year. 


And although tonnage of fresh beef 
imports rose from 12,000 to 15,000 
tons, and of chilled beef from 4,000 to 
12,000 tons, the tonnage of frozen beef 
imported (such as bought from Aus- 
tralia) declined from 134,000 to 130,000 
tons. The days of easy selling of any 
quality of foodstuffs in the United 
Kingdom have passed. 


* 


Allow Maintenance for Hats.—Re- 
cent controversy in American “Business 
Week” resurrects the paradox that men 


spend a great deal more on maintaining 
their hats than on initial acquisition. 


There are costs of eleaning and block- 
ing, of hat-checking procedures with 
uneconomical tips and frustrating de- 
lays at times of great rush, to say no- 
thing of the consternation arising from 
misplaced hats, forgotten hats, mixed 
hats, sat-on hats, wind-bowled hats and 
the vexatious difficulty (often assumed 
by a sensitive spouse) of disposing of 
ashamed-of hats. 

One American writer suggests that 
placing a hat on the head fixes some- 
thing in the mind, when he avers: “I 
am convinced that some very special 
psychology attaches to the hat as a 
symbol in people’s minds.” But for me, 
I'll risk my friends quipping that my 
hatless head suggests something lack- 
ing in my mind. For I know that, for 
each of their hatted heads, there’s 
something gone from their wallets. 
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IS Trust has been formed by lead- 

ing citizens as a memorial to the 
visit of Her Majesty the Queen, to 
raise £100,000 by public subscription, 
as a fund to advance the theatre in 
Australia and help establish the ballet 
and opera on a national and perman- 
ent basis in all States. 
_ The Trust will endeavour to achieve 
its objectives by assisting, financially 
and otherwise, theatrical organizations 
to present drama, opera or ballet at 
an adequate professional level. * In 
doing so, it will be prepared to accept 
financial losses, but will expect to share 
in profits, and will exercise prudent 
business methods to preserve its 
capital fund intact, whilst liberally 
fostering the cultivation of talent 
among Australian artists and writers. 
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The fee for membership of the Trust 
is £10 for the first year and £5 per 
annum thereafter. Donations of £500 
or more entitle business enterprises or 
other donors to enrolment as sponsors 
of the Trust. The Trust will en- 
deavour to reserve for its members and 
sponsors special priorities and privi- 
leges as regards bookings in all the 
enterprises in which it shares. Sub- 
scriptions and donations are allowable 
deductions for taxation purposes. 


All that is necessary to take part in 
this important Australian project is to 
send one’s name and address, with 
cheque in payment for membership, to 
The Australian Elizabethan Theatre 
Trust, 17 Martin Place, Sydney. 





Commercial Letters of Credit 


By Ed. F. MEIER 


Notes of a talk by Ed. F. Meter to the Secretarial Practice Group of the Victorian 
Division of the Australian Society of Accountants. 


qt is prudent practice in financing in- 

ternational merchandise _ trans- 
actions to demand a bank obligation to 
assure payment. This is provided in 
the form of a documentary Letter of 
Credit, hereinafter referred to as a 
Credit. 


For purposes of simplicity I do not 
intend to touch on revocable, nor open, 
nor divisible credits; nor red-clause, 
revolving or circular credits . . . or any 
other fancy variations. 


The credit which I shall attempt to 
describe is in the nature of an instru- 
ment issued by a reputable bank on be- 
half of a customer authorizing a person 
or firm to draw drafts on that bank, or 
on one of its correspondents for its ac- 
count, and guaranteeing payment of 
the draft provided it is negotiated 
under certain conditions, which mainly 
refer to the draft being supported by 
a set of authentic documents. 


Here I want to stress that banks ac- 
cept documents for what they purport 
to represent. Inferior merchandise 
could have been shipped, but that need 
not be evident—the best protection for 
the person paying in that regard is to 
deal with a vendor with a reputation to 
lose. Provided the documents literally 
comply with the terms of credit, and 
are negotiated within prescribed time, 
payment will be effected. 


It is also necessary to emphasise 
that a credit is an entirely separate and 
distinct undertaking from the under- 
lying merchandise contract. Neverthe- 
less it should be drawn in close alliance 
| the broad provisions of that con- 


If you want to leave a loop-hole 
through which you may be able to void 
or escape the obligations of a contract 
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before its performance is completed 
make your credit as complex as pos- 
sible; but the golden rule for an ex- 
porter is to require it to be as simple as 
possible. 


Whilst the establishment costs vary 
in different countries the principles are 
universal, but for convenience of illus- 
tration I propose to deal with the pro- 
blem from the position of an Australian 
a gs of that staple commodity: 
wool. 


He has experience not only of so- 
called Philadelphia lawyers, but of 
tricksters in all countries; and from 
the commencement of negotiations will 
endeavour to lay down standard terms 
of business capable of being applied 
anywhere. 


So — I have arranged the body of 
this paper in the form of a basic in- 
struction to a new agent in a remote 
area, and will comment on the various 
features as raised. 


By way of further preamble I take 
the view that it is an agent’s service 
responsibility to advise the buyer, and 
assist his bank, in the proper perform- 
ance of all acts essential to complete 
his part of the contract, namely pay- 
ment for the wool shipped, such pay- 
ment to be made under credit. We are 
— to indicate the phrasing de- 
sired. 


The credit, in effect, re-expresses the 
whole terms of the contract, the per- 
formance of which as evidenced on 
paper becomes a prerequisite to such 
payment. It is necessary then to have 
full details at the earliest possible time 
so that preliminary shipping arrange- 
ments and documentation may be com- 
menced. 
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COMMERCIAL LETTERS OF CREDIT — Continued 


It is perhaps unnecessary to add that 
any spelling or other errors must be 
religiously copied and faithfully repro- 
duced and it is desirable to ensure that 
the firm’s name is properly styled and 
the address correctly expressed. 

It could also be taken as good routine 
that it is unwise to use abbreviations 
which might be subject to misunder- 
standing, and that all terms referring 
to quantity, weight, volume, length or 
surface should be clearly defined and 
agreed upon. For instance the type of 
ton, where ton units are applicable, 
should be clearly stated in quotations 
and contracts. 

It should also be remembered that 
your cables and correspondence will 
probably be translated, and the replies 
re-translated, so it is essential to be as 
simple and clear and definite as pos- 
sible. 

Subject to these general considera- 
tions and standard commercial prac- 
tices we might, then, instruct this new 
agent that pertinent terms and condi- 
tions which could facilitate fruitful 
business would be:— 


Quotes: are C.I.F. in English sterling, 
main port, per English pound weight 
unless otherwise specified or re- 
quested. 

Exchange: Quotations are normally 
based on sight draft payable on de- 
mand at airmail rate under docu- 
mentary credit. Should a longer term 
be required extra cost of such in- 
terest to be charged, according to 
usance. 

Credits: We require an irrevocable, 
without recourse, Letter of Credit 
confirmed by an approved London 
bank established in our favour im- 
mediately on confirmation of order 
and advised by cable, preferably 
through our own bankers. 

It should be adequate to cover the 
full sterling C.I.F. value of the con- 
tract. 

Tolerance: Because of various unfore- 
seen adjustments which occasionally 
arise it is desirable for the amount 
of the credit to read: “about .. .,” 
“approx... .,” or “up to...” 
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Adjustments: Credit should allow bank 
charges and minor expenses to be 
included in the invoices. (They 
should not be for beneficiary’s ac- 
count.) This is intended to embrace 
such additions also as cost of air- 
freight of shipping samples. 


Shipment: can normally be effected 
within one month of arrival of cre- 
dit which should allow at least that 
period. It is desirable to permit 
transhipment and partial shipments. 

Unless there are exceptional cir- 
cumstances leave the choice of vessel 
to us. 


Bill of Lading: Clean, on board, ocean 
Bills evidencing shipment are always 
provided by us. Sometimes they 
may be prepared before full details 
of credit are received, so it is con- 
venient to leave them to order and 
request no special clausing. 

We had trouble with Palestine 
once because a belated credit called 
for a B/L containing an unloading 
prohibition, or Arab, clause which is 
not used here. 

Many conditions may attach to a 
B/L, occasioning embarrassment. A 
common one is a surprise request for 
an optional destination. 

Insurance: We insure to final destina- 
tion for C.I.F. invoice value, plus 10 
per cent.—normally by way of 
Lloyd’s Certificates of Marine in- 
surance, which cover all risks except 
inherent vice. 

Where insurance is left in our care 
there is no advantage in nominating 
special involved clauses for inclusion. 

If insurance is to be the respon- 
sibility of the buyer we should be 
informed when the order is booked. 


Description of Goods: where given in 
credit should be in accordance with 
our type book. For instance adjec- 
tives such as “raw,” or “white” 
should not be added. 

We had a redundant phrase in a 
Formosan credit which we had to 
include in all documents, and there 
were numbers of them: “. . . spe- 
cially sorted for skin pieces and tar 
brands, packed in heavy gunny bales 
with steel straps.” 
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COMMERCIAL LETTERS OF CREDIT—Continued 


Avoid elaborate descriptions: the 
word “wool” is adequate. 


Weight: Because of the difficulty of 
packing a precise weight, 2% more 
or less should be allowed, if weight 
is mentioned at all. 


Packing: is standard with wool, but 
can be a problem with other com- 
modities. For instance — tallow, 
where a basic condition is that pack- 
ing is normally in second-hand iron 
drums with an average tare of 52 
Ibs. 

It is much better if there is no re- 
ference in the credit to details such 
as these. 

Brands, headmarks, portmarks and 
countermarks: are much better 
omitted from credits also. 


Special Conditions: should not be in- 
corporated in credit unless a term of 
the contract of sale and known by us 
when the order is booked. 


Documents: signed commercial invoices 
with ancillary specification, weight 
note or packing slip are fundamen- 
tal, but the number of copies re- 
quired, and their distribution, is not 
known until the credit is received. 
Two is usual, but there can be any 
number. 


Other supplementary documents give 
rise to much labour at times, and the 
vexatious part is that you have not a 
clue on these until the credit is re- 
ceived. 

They may include: 

C.D.3 currency forms; 

Consular invoices; 

Government standardised invoices; 

Imperial Preference forms; 

Certificate of Origin—perhaps legal- 
ised in accordance with domestic laws 
of country of destination by its local 
consular representative; 

Veterinary certificate; 

Conditioning certificate ; 

Certificate of survey 
quality and weight; 

Weighbridge ticket; 

Evidence of airmail advice of ship- 
ment; &c. 

The point is that the fewer there are 
the easier it is, but whatever is called 
for must be provided without question, 
and in strict conformity. All of this 
discussion means that the less said ina 
credit the better for the vendor who 
has to be paid under it. 

Unfortunately it is the rule, rather 
than the exception, arising I feel from 
ignorance, doubt or distrust, to embody 
too many stipulations, compliance with 
which often makes the preliminaries 
to negotiation quite arduous. 


reports of 





THE CLEARING HOUSE 


Memorandum Query. 
The Editor, 
Sir, 

Mr. Spackman’s article, in the 
August issue, on the question of licence 
to dispense with the word “Limited” 
as part of a company’s name, is merely 
a matter of passing interest to only a 
few readers. 

However, since the matter has been 
raised, it might be observed that each 
of the objects which Mr. Spackman 
states a professional association re- 
gistered under a licence granted in pur- 
suance of Section 18 of the Victorian 
Companies Act 1938 may not under- 
take, is specifically provided for in the 
Memorandum of the Australian Society 
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of Accountants as objects for which the 
Society is formed. 

It is apparent that the conditions 
under which the Federal Attorney- 
General is prepared to grant a licence 
to an association formed under the 
Australian Capital Territory Companies 
Ordnance 1931-1949 differ from those 
under which a similar licence would be 
granted in Victoria. 

Does Mr. Spackman suggest that 
anything in either Division 12 of the 
Victorian Companies Act, or the cor- 
responding division in the legislation 
of any other of the Australian States, 
adversely affects the Society’s Memo- 
randum of Association? 

—J. WALLACE ROSS. 
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Aspects of Accountancy 


By D. M. PURDIE, B.Com., A.A.S.A. 


Accounting and Economics 


[Author’s Note: After reading recent articles in this Journal about accountants 
and economists, accounting as a science and as an art, I found myself somewhat 
confused, and in much the same situation as the youthful Omar Khayyam, who, 
after consulting doctors and saints at some length about his great problem, finally 
“came out by that same door wherein he went.” 

Mr. Austin Donnelly, writing in this Journal recently, claimed, with supreme 
confidence, that all accountants can write interesting articles; he stated, moreover, 
that in the process of writing an article, the writer would considerably clarify his 
thoughts on his subject. Thus inspired by Mr. Donnelly, I have attempted a short 


essay in clarification.] 


S I understand it, economics is the 
field of study embracing the laws 
of production, distribution and ex- 
change operating within society. The 
economist has been said to study the 
world at work: his viewpoint there- 
fore encompasses society as a whole. 
The economic wealth of society— 
with which the economist is concerned 
—consists of the capital and consumer 
goods and economic services it pos- 
sesses, and within the scope of the 
economist’s field lies the problem of 
national income calculation. 

When measuring or assessing the 
wealth of society, the economist at- 
tempts to translate the real wealth 
(represented by goods and services) 
into L.S.D., the common standard of 
value. In carrying out this task he 
observes that some wealth is neces- 
sarily expended in the production of 
further wealth, and thus the econo- 
mist, like the Accountant, is con- 
fronted with the problem of accurately 
offsetting outgoings against income. 

Viewed from this aspect there is 
an essential similarity between the 
problem of ascertaining the net incre- 
ment in the wealth of society as a 
whole, and that of the measurement of 

e periodic results of the business 
operations of an accounting entity. 

The economist, however, looks to 
society as his unit, whereas the ac- 
countant’s function, generally speak- 
ing, is confined to one small unit within 
society. The accountant, too, is a busy 
man, absorbed in the day to day prob- 
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lems of his own microcosm, and when 
fulfilling this use, he is not, in the 
main, concerned about the economic 
fortunes of society at large. 

The economist reports his findings 
to society; the accountant reports to 
the entrepreneur. The economist’s 
field of operations is large, whereas 
the accountant’s ambit is relatively 
narrow. 

It seems to me, therefore, to be 
erroneous to look upon the accountant 
as a type of economist. Indeed, by 
contrast, we may visualise the econo- 
mist as one who surveys the working 
mutitude from on high—like the great 
Jove from high Olympus—and, per- 
haps, spares a moment or two to gaze 
with compassion on the industrious 
activities of numberless accountants 
below—each obsessed with his own 
limited sphere of operations. 

But of the important economic 
significance of the accountant’s func- 
tion there can be little doubt. For 
the accountant’s task, inter alia, is to 
measure the efficiency of his own 
wealth-producing unit, and to report 
his findings to management. 

He is vitally interested, for example, 
in the elimination of inefficiencies in 
the use of labour and material. Con- 
sequently, as the economic health of 
society is directly correlated to the 
health of its member units, the ac- 
countant—although not an economist 
as defined—is in a unique position to 
highlight minor economic disorders, 
and to assist in their correction. 
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ASPECTS OF ACCOUNTANCY — Continued 


To use a biological analogy, one 
could say that a body is unhealthy 
when its organs are not efficiently ful- 
filling their functions, and there is no 
doubt that the accountant is in a posi- 
tion to influence the economic organs 
of society. 

Experiment and research may even- 
tually demonstrate to the economist 
that the method of accountancy is suffi- 
ciently flexible to permit its adapta- 
tion to the purpose of measuring 
national income, particularly if- some 
uniformity in accounting practice can 
be introduced. 

But, as I see it, the use of this ac- 
counting tool—in addition to other 
analytical methods already used by the 
economist—will not make him an ac- 
countant in the sense in which I under- 
stand the term, any more than it will 
automatically invest the accountant 
with the status of the economist. 

To sum up, it appears that the econo- 
mist is a social scientist whose field is 
society at large, whereas the accountant 
is a highly-skilled technician within 


society, whose work is of important 
economic significance. 


Accounting and Science. 


The fundamental bifurcation of 
science is represented by the division 
of the natural and social sciences. 

Natural science can be defined as 
“a field of systematized knowledge de- 
duced from fundamental principles, 
and acquired by tested methods of 
observation.” As the fundamental 
principles from which it is deduced 
have been tested and proven, then this 
field of knowledge may be regarded 
as precise and exact. 

In the social sciences, however—con- 
cerned with man in society—the fun- 
damental principles postulated, very 
often cannot be submitted to positive 
test, and must be based on careful 
observation and a priori reasoning. 
Nevertheless, the common aim of 
science—natural or social—is to seek 
fundamental laws and principles, and 
to extend these to logical conclusions 
to account for natural and social 
phenomena. 
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To my mind, accounting does not 
readily fit these definitions. Rather it 
savours more of a body of rules, which 
are systematic, logical, and in general, 
consistent, by which systematic and re- 
liable records of social transactions 
may be made and interpreted. In short, 
it is a method of recording, analysing, 
and interpreting transactions. . More- 
over, it may be described as “scienti- 
fic’? method by reason of its arithmeti- 
cal base, rules of double entry, and 
its doctrine of consistency in practice. 

The scientist and research worker 
very often enlist the aid of statistical 
method in their investigations, but 
one would hardly regard this scienti- 
fic tool as a science in itself: it is a 
scientific method of examining data— 
a method developed to assist the 
scientist in his researches. Similarly, 
the needs of the entrepreneur have 
produced the scientific method of ac- 
counting. As statistical method and 
accounting obviously have much in 
common, it is not surprising that ac- 
countants have made increasing use 
of the former in recent years. 


Accounting and Art. 

My dictionary defines art, inter alia, 
as “craft or skill employed by man to 
do or make a thing,” and as “occupa- 
tions requiring sensibility, ingenuity, 
or intellect.” The emphasis here, of 
course, is on individual skill, intellect 
and ingenuity. But I consider there 
is much in the definition that applies 
to accounting. The remarkable flexi- 
bility of the technique of accounting 
has been clearly shown by its adapta- 
tion to every form of industrial, gov- 
ernmental and commercial organi- 
sation. : 

It has been said that “accountancy 
can forge a tool capable of unravelling 
the most complex of business prob- 
lems.” Undoubtedly, in the hands of 
a trained and skilled practitioner, the 
method of accounting is capable of 
almost infinite variation to meet the 
many and varied needs of commerce 
and industry. In particular, the fields 
of cost accountancy and machine ac- 
countancy offer remarkable oppor- 
tunities for the accountant to engage 
in constructive and creative work. 
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ASPECTS OF ACCOUNTANCY — Continued 


My cenclusion, therefore, is that 
accounting is a branch of scientific 
method, and remains such when ap- 
plied in the more routine fields. Its 
art aspect is reflected only in the 
potentialities it offers for application 
to forms of creative work, such as the 
planning of new accounting and cost- 
ing systems, and for extension to new 
forms of enterprise : when regarded 
in this light, accounting does appear 
to fit into the category of an art whose 


ANOTHER VERSION 





ingenuity is perhaps limited only by 
the skill of the practitioner. 

But if the time has come for preci- 
sion to be introduced to accounting 
terminology, then our calling itself 
no less requires more precise defini- 
tion. We should not describe ourselves 
loosely as scientists, economists, and 
the like, if these caps do not fit. 

To me, accounting, in the main, is 
a scientific method to be applied, and 
at times, perhaps, an art to be prac- 
tised—essentially it remains a scienti- 
fic method. 


Accountancy—A Way of Life 


By D. J. 


NCE, on enquiring the nature of a 

movement about which I had pre- 

viously heard very little, I was told, 
“It is really a way of life.” 


The remark at first amused me even 
while I found the definition intriguing. 
Later, as I became more acquainted 
with it, I realised that adherence to the 
high ideals of the movement did in- 
deed constitute a “way of life’—a way 
of life distinct from that of the aver- 
age man in the street. The fact that 
all members of the movement did not 
adhere strictly to the rules did not 
altogether rob the expression of its 
meaning. 


Is the practice of accountancy a 
“way of life?” For it to be identified 
as such its members must have other 
things in common besides the skilled 
knowledge required for the taking out 
of balance sheets, the administration 
of estates, the formation and liquida- 
tion of companies, the delving into the 
intricacies of income tax... 


“A way of life’ must of necessity 
touch most spheres of the lives of those 
claiming to practise it. It must gov- 


The Australian Accountant, October, 1954 


HISLOP 


ern to a large extent the accountant’s 
attitude towards his profession as well 
as his conduct of it. 


Any man, well trained and reason- 
ably intelligent, may become a good 
accountant. But the mere practice of 
accountancy from the knowledge ac- 
quired from text-books and experience 
will not necessarily bind men together 
in a common way of life. 


It will unite them in a profession, 
certainly, in their dependence upon 
each other and the power of their in- 
stitutes, but there the process of amal- 
gamation might very well cease. 


The daily press, with its periodic re- 
ports of falsified accounts and default- 
ing accountants, offers painful proof 
of the inadequacy of the practice of 
accountancy to lift all of its members 
to a common level of exemplary be- 
haviour. Nevertheless, the profes- 
sional accountant is respected as a 
man to be relied upon in that sphere 
of commerce in which he claims to 
specialise. 


He is generally given credit for 
being a man of integrity. The seeking 
after accuracy in the financial state- 
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A WAY OF LIFE — Continued 


ments and returns he prepares is in 
itself an incentive to be honest. Very 
few men taking pride in the accurate 
presentation of their work will wil- 
fully present dishonest reports and en- 
deavour to pass them off as honest. 

I think we can safely say that the 
average accountant is honest; he is 
mathematically accurate; he holds a 
position of trust and acquires a re- 
spect for the confidences with which he 
is entrusted; he has the ability to 
organise and supervise. 

As surely as he practises these 
things sincerely in his profession, will 
he practise them in private life. He 
will be dissatisfied with shoddy work 
in his home, inefficient administration 
in civic affairs with which he comes 
into contact. 

He will tend to run all phases of his 
life with the same efficiency that he 
employs in his office. Respected in 
professional life, he should warrant 
respect in his own neighbourhood; 


capable and skilful in the administra- 


tion of his professional affairs, he 
should be able to direct these virtues 
to the benefit of the civic affairs of the 
community. 

The true practice of accountancy is 
the highest practice of accountancy, 
giving the maximum to a profession 
that today is ranked high among the 
professions of the world. 

That is where our “way of life” 
really comes in. Not performing the 
duties of accountancy simply to earn 
a crust in the only way our parents 
planned for us somewhere back in the 
dim past, but rather practising the 
highest ideals in that profession, the 
ideals of honesty, accuracy, courtesy, 
consideration of those about us, our 
clients, our staff, our colleagues, the 
respecting of the trust and confidence 
placed in us—in short, the dedication 
of our lives to the perfection, morally 
and academically, of the profession to 
which we owe our living. 

Looked at like that, the practice of 
accountancy might indeed be called, 
not without a considerable degree of 
pride, a “way of life”. 
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Accounting and Price Changes 


By C. R. AIREY 


R. THOMPSON (Australian 
Accountant, July 1954) claims 
that I have not answered the question: 
“Would a departure from the monetary 
convention in accounting assist 
management to realise more 
clearly the economic results of changes 
in the value of the monetary unit.” 


On the contrary, I have answered 
it, and in the negative. My contention 
was that the effects of such changes 
are felt by management, in the form 
of increased need for money, long be- 
fore the profit and loss account and 
the balance sheet are prepared. 


The balance sheet, after all, is merely 
a list of ledger balances. If it is to 
be put on an “economic” basis, some- 
thing must first be done in the ledger. 
To put it plainly, fixed assets are 
written up, depreciation is calculated 
on the new figures, and perhaps clos- 
ing stock is valued LIFO instead of 
FIFO. Surely that is all. 


Obviously, one effect of this proce- 
duce is to decrease the declared net 
profit. That may perhaps “sober 
managerial thinking” as Mr. Thomp- 
son says. But another effect is to 
show a capital gain. If the latter ex- 
ceeds the reduction in profit, as will 
almost certainly be the case, then the 
net effect on management may well be 
elation rather than sobriety. 


Again, in times of deflation, the 
tendency of profit to fall will be 
checked by lowering depreciation, but 
capital losses of greater magnitude 
will be recorded. Will this “increase 
managerial confidence ?” 


I submit that in neither case is 
management likely to react so naively. 
It is true that a growing band of com- 
pany directors are showing interest in 
these suggestions, but hardly because 
they are seeking protection from their 
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own emotional vulnerability. I think 
they aré more concerned with the re- 
actions of shareholders and taxation 
authorities. 


Thus, if directors feel that a con- 
servative dividend policy is necessary 
in boom times, they will naturally 
favour any theory which entails con- 
servatism in profit determination. They 
can hardly be blamed for the belief 
that it is shareholders’ thinking, rather 
than their own, that needs to be 
sobered. Again, they can be expected 
to support theories of depreciation that 
may eventually induce the legislature 
to grant higher deductions for tax pur- 
poses. 


On this latter point, there seems to 
be some confusion, exemplified by Mr. 
Thompson’s argument that it would 
not be possible to charge depreciation 
on replacement cost unless the taxa- 
tion laws were amended. Naturally 
we cannot, in our income tax returns, 
claim higher deductions than the law 
allows. But what has that to do with 
our own bookkeeping ? Taxation is 
just taxation, not thought control ! 
There is no need whatever to identify 
“income” as a basis for taxation with 
income as determined by accounting 
principles—or, for that matter, by 
economic principles. 


In the matter of index numbers, Mr. 
Thompson’s views are supported by 
Mr. V. L. Gole (August, 1954). Both 
writers take it for granted that index 
numbers should be used for making 
the adjustments in which they are in- 
terested, but acknowledge the difficulty 
of producing suitable indexes for 
practical use. 


Now I am quite prepared to concede 
that for some purposes (but not in- 
cluding managerial guidance) it might 


— Concluded overieaf 
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BOOK REVIEWS 


Company Law in New South Wales, 
3rd edition: R. K. Yorston, S. R. Brown 
and H. Jackson: The Law Book Com- 
pany of Australasia Pty. Ltd.; Sydney, 
1954: pp. XV + 373; price, 42/-. 

The stated object of this book is “to 
provide a concise manual for those who 
are interested in any way in the prin- 
ciples and practice of company law” in- 
cluding, as the preface suggests, those 
— for examinations in Company 

aw. 


The writing of a book on company 
law intended principally for use by non- 
lawyers raises some problems. The 
first is the extent to which the Com- 
panies Act is to be reproduced in the 
text. 


There is no real substitute for a 
study of the legislation itself, and 
therefore the book should not be a 
mere reproduction of sections of the 
Statute arranged in a different order; 
yet it is aggravating to the reader if 
he has continually to refer from the 


book to the Act and back again, and 
so the book must give at least the sub- 
stance of several sections. 

A second problem concerns the use 
to be made of the vast body of company 
case law. Are the leading cases to be 
used merely to illustrate the operation 
of the Companies Act, or are they to be 
used also to explain other rules of law, 
not specifically embodied in the legisla- 
tion, but which nevertheless are part 
of company law? 

These problems have been resolved 
by the present authors in this way. 

As to the first, they have in the main 
paraphrased the substance of the legis- 
lation, but have also given a reference 
to the relevant section (s) to assist 
those who want to study the section it- 
self, while the second problem has been 
dealt with by making a careful selec- 
tion of those cases which will explain 
and illustrate principles of company 
law, rather than those which are mere- 
ly explanatory of the operation of the 
Companies Act. 





ACCOUNTING AND PRICE CHANGES — Concluded 


be desirable to construct statements in 
which both asset values and deprecia- 
tion charges are based upon current 
costs. But I would assert that to use 
index numbers in this connection is not 
merely difficult in practice, but un- 
sound in principle. 

If, for example, we want to use the 
replacement cost basis to value a fixed 
asset, and to provide depreciation on 
it, what on earth have index numbers 
to do with the matter? Could any- 
thing be more irrelevant than a com- 
posite figure based on a large collec- 
tion of prices ? 

The fact is that the one price in 
which we are interested can usually 
be directly ascertained, merely by 
examining the current new price of a 
similar asset. It must never be for- 
gotten that the concept “value of 
money” is an abstraction from indivi- 
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dual prices. Divorced from such actual 
prices, it means exactly nothing. Cer- 
tainly it is in no way superior to them. 


To use an index number to amend 
the valuation of an asset is like buying 
a suit of clothes to fit the average man 
instead of oneself. Perhaps we might 
think of index numbers, as a second- 
best guide, when the actual replace- 
ment price is not ascertainable; but 
even then there would probably be 
better guides for an estimate. 


In conclusion, I am sorry to see 
Mr. Gole use the unfortunate term: 
“constant money value convention.” 
Surely the accountant can be permitted 
to record a fact, e.g., that £100 has 
been spent—without having his action 
described as if it involved any assump- 
tions as to what £100 will buy at a 
later date. 
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COMPANY LAW IN N.S.W.—Continued 


Further, all the provisions of Table 
A have been given throughout the text, 
inserted in those parts to which they 
relate, and this practice has the con- 
sequence of introducing the reader to 
typical clauses in articles of associa- 
tion, as well as emphasising the im- 
portance of the articles in the day to 
day administration of a company. 

After a short introductory chapter 
dealing in outline with the different 
types of companies, the limited liability 
principle and the differences between 
partnerships and companies, the 
authors proceed to discuss the forma- 
tion, registration and commencement 
of business including a fairly full treat- 
ment of prospectuses. 

After this come chapters dealing re- 
spectively with the nature and contents 
of the memorandum and articles of as- 
sociation; share capital (including a 
discussion of the different types of 
shares, and applications for and allot- 
ment of shares); membership (includ- 
ing transfer and transmission of 
shares, calls on and forfeiture of shares 
and liens); share capital alterations; 
management; the directors and secre- 
tary; meetings; borrowing powers and 
debentures; the accounts, audit and in- 
spection provisions; the statutory books 
and records required to be kept; the 
different types of company (with par- 
ticular emphasis upon Proprietary 
companies, No Liability companies and 
Foreign companies); Reconstructions; 
winding up and Receivers. 

In the main, each chapter is con- 
fined to one topic only, with a minimum 
of cross-references. This, together 
with the almost complete absence of 
footnotes, makes for easy reading, 
while the use of frequent sub-headings 


Should also be of assistance to those 


reading the book as students. 

The sequence in which some of the 
topics are dealt with might perhaps be 
questioned; some, for instance, might 
have preferred to see chapter 2 (for- 
mation, registration and commence- 
ment of business) follow rather than 
precede, chapters 3 and 4 (dealing with 
the nature and contents of the memo- 
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randum and articles of association), 
and the chapter dealing with Receivers 
might more logically have followed im- 
mediately after the chapter on borrow- 
ing powers and debentures rather than 
be separated from it by some seventeen 
chapters. 

These points, however, do not in any 
way detract from the obvious merit of 
the book. It is a concise, but neverthe- 
less reasonably detailed, exposition of 
the subject, written in easily under- 
stood terms and, with one or two ex- 
ceptions, free from annoying typo- 
graphical errors. 

Those who want to obtain a reason- 
able working knowledge of company 
law in New South Wales will find this 
edition of a well known book admirably 
suited for their purpose. 

—L. C. VOUMARD. 

School of Accountancy, Melbourne 
Technical College. 


English Accountancy—A Study in 
Social and Economic History, 1800- 
1954: Nicholas A. H. Stacey; Gee 
and Company (Publishers) Ltd.; 
London, 1954: pp. xvii + 295: Price 
£2/1/6. (Our copy from The Law 
Book Co. of Australasia Pty. Ltd.) 

A History of The Chartered Account- 
ants of Scotland, from the Earliest 
Times to 1954: The Institute of 
Chartered Accountants of Scotland; 
Edinburgh, 1954: pp. xi + 183. 


ISTORIES of accounting and of 
the accountancy profession are all 
too few. Only in recent years has it 
come to be recognized that knowledge 
of the evolution of accounting is an in- 
dispensable pre-requisite to the proper 
understanding of the basic concepts of 
accounting and of the nature of the 
problems which are now being encoun- 
tered, both in the practice of account- 
ing and in the organization of the 
profession. Consequently, these two 
volumes are very welcome. 

The history of the Chartered Ac- 
countants of Scotland was written 
anonymously and published by the 
Institute of Chartered Accountants of 
Scotland to mark the centenary of the 
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HISTORIES — Continued 


Institute. It is thus in the direct line 
of succession to Richard Brown’s His- 
tory of Accounting and Accountants, 
which was published at the time of the 
jubilee of the profession in 1905. In- 
deed, the first three chapters, briefly 
tracing developments from the 16th 
century to 1905, contains much 
material drawn from the _ jubilee 
volume. 


Chapter I is enlivened by many in- 
teresting and amusing sidelights on the 
character, work and outlook of the 
early Scottish accountants, many of 
whom were evidently accomplished, 
versatile and reputable men of affairs 
—and of the world. Chapter II deals 
with the formation of the three chart- 
ered institutes which, in 1951, merged 
into the Institute of Chartered Account- 
ants in Scotland—the Edinburgh 
society and the Glasgow institute, both 
formed in 1853, and the Aberdeen 
society, formed in 1866. 

Chapter III reviews the progress of 
the societies and of accounting work 


in the first fifty years. Chapter IV car- 
ries on the story of the professional 
organizations up to 1954 against the 


background of rapidly changing 
economic environment and_ equally 
rapid extension of the scope of ac- 
countancy. 

All these chapters are absorbingly 
interesting in themselves: they are all 
the more interesting when read in 
their context as leading up to the 
discussions, in Chapter V (The Pro- 
fessional Today), VI (The Char- 
tered Accountant in Industry), VII 
(The Apprentice Chartered Account- 
ant) and IX (Retrospect and Pros- 
pect), of the present status and work 
of accountants, both in practice and in 
industry, the likely direction of future 
progress, problems of education and 
training, accounting research, and the 
organization of the profession. Here, 
dispassionately presented, is an admir- 
able study of the dynamics of account- 
ancy, of the relationships between ac- 
countants in different branches of the 
profession, of the case for and against 
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closing the profession against the un- 
qualified practitioner, of the emergence 
of an accounting philosophy, and of 
the new emphasis on the constructive 
activities of the profession. * 


Mr. Stacey’s book, covering much 
the same period as that surveyed in the 
Scottish institute publication, strikes 
a more critical note—one less con- 
tented about the progress of British 
accounting and more impatient with 
what he regards as its inadequate 
adaptability and elasticity of response 
to changing needs and preferences. 
“The responsibility for British ac- 
counting not advancing upon the path 
of progress with the required momen- 
tum,” he says, “must be laid at the 
door of the organized profession, in- 
dustry and the government”. This is 
matter for concern to the whole com- 
munity, not merely to the profession, 
for “in the modern state, where all 
institutional action is closely inter- 
related and its ripples affect a wide 
range of occupations, it is no longer 
adequate to protect the members of a 
professional body; to help and protect 
other sections of the community is 
equally important”. There have re- 
cently been signs of a re-orientation of 
accounting, but the process of change 
has not been rapid. Two impediments 
have stood in the way—the lack of 
total unity within the profession and 
the “uncombative demeanour” of ac- 
counting bodies and of their members 
to many of the contemporary economic 
and accounting problems. 


The book is divided into two parts, 
dealing respectively with developments 
in the nineteenth century and with 
those in the twentieth century. Em- 
phasis is laid throughout on the re- 
sponse—or lack of response—of ac- 
counting to changing social and 
economic conditions and to increasing 
demands. Whether one accepts the 
writer’s philosophical approach or not, 
one cannot escape the conclusion that 
here, for perhaps the first time, is 4 
truly objective appraisement of the 
achievements of the profession and of 
the hindrances, from both within and 
without the profession, to the fulfil- 
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HISTORIES — Continued 


ment of the destiny of accounting. 
More than one-half of the book is de- 
voted toean examination of the need 
for re-assessment of accountancy in 
the period from 1930 to 1939, the con- 
solidation of the profession from 1940 
to 1954, and the future of the profes- 
sion. Problems of education and pro- 
fessional organization are well to the 
forefront in this examination. The 
work of each of the major English 
societies is fully described and 
analysed, the history and fate of many 
attempts to “rationalize” the structure 
of the profession are reviewed, and the 
changing emphasis in the nature of ac- 
counting services and in the kind of 
training appropriate for the work of 
the accountant today is revealed. This 
book is well-written, logically argued, 
scholarly challenge to the profession. 
We may not agree with all of its in- 
terpretations and conclusions: we can- 
not afford to ignore them or lightly to 
dismiss them. In fact, such is the im- 
portance of the historical approach to 
the study of accounting progress that 
in this volume Mr. Stacey has given us 
one of the very limited number of 
really significant contributions to ac- 
countancy literature. 
A.A.F. 


A History of the Hall of the Institute 
of Chartered Accountants in England 
and Wales. John H. Stern. Gee & Co. 


(Publishers) Ltd., London, 1953. 
Pp. 107. Price, 25/-. (Our copy from 
The Law Book Co. of Australasia 
Pty. Ltd.) 


The beautifully decorated and fur- 
nished home of the Institute of Char- 
tered Accountants in England and 
Wales is in Moorgate Place, London, a 
small cul-de-sac just to the east of 
Moorgate and on the north side of 
Great Swan Alley. It was built for the 
Institute in 1893 on the site of the old 
Coleman Street Buildings, which were 
pulled down to make room for it. These 
buildings had had some association 
with accountancy as early as 1843, 
when, for a year, an accountant occupied 
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rooms there, Twenty-two years later 
another firm of accountants established 
themselves there and remained until 
the building was demolished. Thus 
the site has been associated with ac- 
countancy for 110 years. 

It was a happy thought that the dia- 
mond jubilee of the Hall should be 
marked by the appearance of this his- 
tory. In five chapters, the author has 
traced the history of the site from 
Roman times to the present and the 
growth of the Institute and of the 
Hall from 1880 to 1953; has described 
the architectural features, sculpture, 
works of art and contents which adorn 
it, the library and its wealth of early 
works on book-keeping and account- 
ing; and has sketched the lives of the 
architect and artists who were respon- 
sible for what has been described by 
the Journal of the Royal Institute of 
British Architects as “a standing 
monument to the happy results that 
can be attained by the sympathetic 
collaboration of the architect, the 
sculptor and the painter’. 

The book contains many maps, 
plans and photographs, and altogether 
it is a fascinating story of the forma- 
tive years of accountancy in England, 
as well as of a great building—fit home 
for a great institute. It is written 
with understanding and insight, and 
enlightened by many humorous ac- 
counts of the discussions which pre- 
ceded its building in 1893 and its ex- 
tension in 1930 and of the small begin- 
nings of the profession. Here, indeed, 
is a book for the leisure hours of all 
who are interested in accountancy and 
in the arts. 

A.A.F. 


The Measurement of Australian In- 
dustrial Production by W. E. G. 
Salter; University of Western Aus- 
tralia Press; 1954; Pages 63; Price 

R. SALTER’S little book is con- 
cerned with assessing the logical 


‘and practical difficulties associated 


with a specific class of quantity index 
number, that of industrial production. 
Sparse of words—indeed, to the reader 
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PRODUCTION — Continued 


not highly conversant with the subject 
matter embarrassingly sparse — he 
rigorously examines, first, the index 
number formulae available and their 
limitations, and, second, the concept of 
production itself, which is treated from 
two viewpoints—as a flow of goods, and 
as an activity. Following the United 
Nations lead he chooses the latter. 

Since the central concept — move- 
ments of net output in each industry— 
is immeasurable, the problem is to find 
relatives or “indicators” whose own 
movements are assumed to indicate its 
movement. In his austere way he traces 
out all possible difficulties associated 
with the indicator concept. Finally, the 
errors arising from the use of such an 
index number are classified as those 
associated with (1) weighing and for- 
mulae difficulties, (2) indicator difficul- 
ties. 

The remainder of the book is devoted 
to estimating the quantitative signifi- 
cance of these errors for a trial index 
of Australian manufacturing produc- 
tion, constructed from present available 
Australian statistics. Those from the 
first source are dismissed as unlikely 
to be substantial, provided comparisons 
are kept to short periods — say five 
years. 

But the second source cannot be so 
lightly dismissed; by the use of a part 
subjective, part objective “measure” 
of reliability he shows both his total 
and (more importantly) his individual 
industry indices as likely to have maxi- 
mum errors which make them useless 
for at least two expressed aims — 
measures of changes in production, and 
for use in assessing labour product- 
ivity changes. He examines various 
alternatives as to the errors’ likely size 
but can find no reason to believe any 
one more likely than another. 

At no stage does Mr. Salter mini- 
mize the inherent difficulties of his 
subject; on the contary he ruthlessly 
classifies and assesses their logical and 
practical significance, his presentation 
being a model of concise logical follow 
up of all possible implications. His book 
ends optimistically concerning the 
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profitability of the search for a satis- 
factory production index—perhaps the 
only subjective, and doubtful, judg- 
ment in its pages. 

As a postcript, it may be shggested 
that the argument would have been 
easier for the non-specialist in this field 
to follow if an appendix of statistical 
terms had been added. 


G. C. HARCOURT. 


Standard Costs for Manufacturing: 
Stanley B. Henrici; McGraw-Hill 
Publishing Co. Ltd.; 1953, pp. xi 
plus 336, including index: Price 39/6. 


The second edition of this book, pub- 
lished in 1947, has been expanded by 
further information oon _ physical 
standards and an extra chapter on 
accounting procedures. Other parts 
have been rewritten for the sake of 
clarity. 

The author brings out clearly the 
practical aspects of control through the 
use of standard costs. In the second 
chapter he outlines the aggregation of 
costs by cost centres and then goes on 
to develop the method of control 
thereby. 

In chapter IV a distinction is made 
between the standard cost of operations 
used as a measure of cost control and 
a standard product cost built up by an 
aggregation of the costs of operations 
at normal capacity. As the standard 
cost of operations is based on actual 
level of operations attaining for each 
cost centre we would be inclined to 
refer the standards of this nature for 
indirect expense items as being more in 
the nature of flexible budget items. 

The author states clearly and 
definitely his views on the difference 
between standards and budgets. A 
realistic budget, he writes, is based on 
good past practice, whilst a standard 
is related to good potential performance. 

A budget is a statement of require- 


_ments. A system of budgetary control 


is nothing more than a device for indi- 
cating if anticipated expense require- 
ments for the actual volume of produc- 
tion are being met or exceeded. 


The Auswalian Accountant, October, 1954 





Ss A > OS ee ee 


ao & mm 


— 


STANDARD COSTS — Continued 


The author “plumps” for “best attain- 
able’ type of standards rather than 
ideal standards. The psychologists 
have found, he argues, that the attain- 
able goal is generally striven for harder 
than the out-of-reach ideal. 

Throughout the book the author 
brings practical aspects to bear, rather 
than purely theoretical accounting 
concepts. 

It is a book that requires careful 
reading, but it is a book that is well 
worthy of careful reading. 

—A.H.B. 


Australian Secretarial Practice (Third 
Edition), by R. Keith Yorston and 
Edward E. Fortescue; The Law Book 
Co. of Australasia Pty. Ltd.; 1953; 
Pages 629; Price 70/-. 

T does not seem possible that thirteen 
years could have elapsed since the 

second edition of this excellent work 

was published, but apparently it is so. 

Many changes have taken place in 

commerce during that period, and a 

close perusal of the Third Edition of 

what has come to be regarded as the 

“Australian Manual” on this important 

subject shows that the authors have 

kept well abreast of the changing times 
and practices. 

Commercial development has brought 
the Company Secretary of today into 
his rightful sphere, one of importance 
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and responsibility, the “key” position 
in the Company. To him this volume 
becomes a reference book, a compen- 
dium of all-important information, 
practice and procedure; easy to refer 
to and not confined to matters in his 
own State alone, but Australian-wide. 

The authors have wisely included 
many useful forms and resolutions of 
great practical assistance. In many 
cases these are copies of forms and 
documents in actual use by well-known 
companies: some of these could even 
be improved in form and content, but 
they are valuable as representing ac- 
tual practice as distinct from theory. 
In this respect they become of great 
assistance to the student and embryo 
secretary as text-book material. 

Chapters dealing with the practical 
procedure of the issue of unsecured 
notes, with the conversion of shares 
into stock, and with new issues of 
shares, are of great reference value. 

The inclusion (and neat method of 
insertion thereof) of minor amend- 
ments to various Companies Acts be- 
tween the preparation and the publica- 
tion of the book is pleasing, but why 
not say somewhere prominently that 
they are there? It was only by acci- 
dent that they were found inserted in- 
side the back cover. 

From the foregoing comments it 
may be thought that this book is an 
invaluable aid to anyone connected 
with the important matters of com- 
pany administration—it is. 

C.R.B.J. 





Students Section 
MODEL ANSWERS 
by “SCRIPTOR” 


The answers to examination questions which appear in this section are not official. 
They have been prepared by a member of the Australian Society of Accountants, but 


have not been reviewed by the Board of 


ers. 


SUBJECT — ADVANCED AUDITING — OCTOBER, 1953. 


Question 1: 

Auditors frequently include in their report 
to shareholders of a company a statement 
that they have accepted the certificate of the 
managing director or other responsible officer 
as to the existence and value of the stocks on 
hand at the balance date. De 

Do you think this procedure is justified ? 
Discuss this question, referring to any legal 
decisions which, in recent years, may have 
tended to modify professional opinion in this 
matter. Set out what you consider to be the 
duties and responsibilities of an auditor in 
relation to the verification of trading stocks. 
Answer: : 

The auditor’s position as regards verifica- 
tion of stocks on hand is an extremely diffi- 
cult one. Stocks are frequently one of the 
major items in a concern’s balance sheet and 
their valuation affects both the balance sheet 
and the profit and loss accounts of two years. 
In most concerns stocks on hand will consist 
of thousands of different items — some in the 
form of raw material, others in a partly 
manufactured state and the remainder will be 
finished goods. Their nature is usually such 
that an expert for that particular type of 
stock will be the only person who could be 
expected to take the stock and value it ac- 
curately. The auditor has to rely largely on 
the internal check system over stock used in 
the concern and in many cases internal check 
over stock is weak or non-existent. Most 
concerns have adequate internal check systems 
over cash but few have as good a check on 
stock transactions. However, the auditor can- 
not expect to escape liability for a fraud per- 
petrated through the stock where all he did 
to ascertain the existence and valuation of 
stock was to accept a certificate as to the 
accuracy of the stock on hand from a respons- 
ible officer of the concern. Modern profes- 
sional auditing standards require that an audi- 
tor should test check the stock sheets, examine 
the internal check system in use and the stock 
taking procedures laid down, and check to see 
if these were compiled with and make some 
physical tests to check the accuracy of the 
stocktaking. 

Several legal decisions have tended to 
modify professional opinion in this matter as 
it has been held that an auditor is entitled to 
rely on the certificate of a responsible official. 
In the case of the Kingston Cotton Mill Co. 
Ltd., the accounts had been falsified to a 
considerable extent by the managing director 
by means of extensive over-valuations of the 
stock. The auditor accepted the managing 
director’s certificate as to the correctness of 
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stock and it was held that it was no part of 
the auditor’s duty to take stock. He is en- 
titled to rely on some skilled person for the 
proper valuation of stock-in-trade and provid- 
ing the accounts clearly state that the stock 
is “as per manager’s certificate” the auditors 
do not profess to guarantee the correctness 
of this item and assume no responsibility for 

it. In Henry Squire (Cash Chemist Ltd.) y 

Ball the auditor had carried out some check- 

ing on the stock sheets as well as getting a 

certificate from the managers but the Judge 

stated that a certificate alone would have been 
sufficient to cover the auditor’s responsibility 
for the accuracy of this item. 

Following on the disclosures in the Ameri- 
can case of McKesson and Robbins, the 
American Institute of Accountants specified 
physical test as being part of accepted audit- 
ing procedures where circumstances did not 
make it impracticable. If the auditor were 
to accept a certificate as sole evidence of the 
existence and value of stocks the audit would 
be little short of a farce even though every 
other balance sheet item was exhaustively 
checked. 

Briefly the duties and responsibilities of an 
auditor in respect of stock are:— 

1. A review of the internal control system 
over stock is of great importance in locat- 
ing weaknesses and in deciding the audit 
work necessary. A good system will allow 
the auditor to rely on test checks but lack 
of adequate control will make it necessary 
to examine stocks in greater detail. 

- The auditor should review and criticize 
constructively the client’s written instruc- 
tions for stock taking or suggest that 
such written instructions be prepared if 
they have not been prepared. 

. The auditor should observe the stock tak- 
ing where practicable to ascertain as far 
as he reasonably can whether an accurate 
check is being taken by his client’s staff. 

- An auditor should make the following 
tests. 

(a) Test for good physical arrangement 
of stocks necessary for an accurate 
stock taking. 

(b) Test for proper identification and des- 
cription of stocks. é 

(c) Test for segregation or proper notation 
of slow moving, obsolete or damaged 
goods. 

(d) Test control of tags on count sheets. 

(e) Make a certain number of counts of 
stock items, including some items of 
substantial value. 
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STUDENTS’ SECTION — Continued 


(f) Test practices to be followed in obtain- 
ing a proper cut-off of purchases and 


sales. 

. If perpetual stock records are kept the 
auditor should obtain satisfactory explana- 
tions of differences between book and 
actual stocks. 

. The auditor should check additions and 
test check extensions of stock sheets. 

. Study the methods of valuation adopted; 
see that they are correctly applied and 
are consistent with the methods adopted 
in the preceding year. The values applied 
to the various items should be test checked 
by reference to current purchase invoices, 

rice lists, quotations, trade journals, etc. 
btain a certificate from a senior execu- 
tive. 

. Calculate percentages of gross profit to 
sales, stock to current assets, turnover of 
stock and working capital and compare 
with previous periods. 

Question 2: 

You have been appointed by a firm of share- 
brokers to conduct an investigation into the 
financial position and results of a company 
which is making a new issue of shares; 
such issue being underwritten by your clients. 
It is proposed that you should embody the 
results of your investigation in a report which 
will become part of the prospectus for the 
new issue. 

Outline the steps you would take to carry 
out this investigation. 

Answer: 

The main objects of this type of investiga- 
tion are to substantiate the true earning 
capacity of the business as shown in the past 
and the current fair value of the assets includ- 
ing goodwill. As it is intended to include the 
results of your investigation in a prospectus, 
care will have to be taken that no opinion is 
given on the estimated future profits of the 
company. The investigation should be confined 
to verifying past results and the present posi- 
tion of the company. The steps necessary to 
do this are:— 

1. Inspect the business noting operating as 
well as accounting details of the com- 
pany’s organisation. 

. Prepare a statements covering 
the years which it is decided to verify. 
Usually a three year period is sufficient 
although in special circumstances a longer 
period may give a better idea of the trend 
of operating results and financial position. 

. By test checks ascertain as far as possible 
that revenue has been correctly recorded. 
Test sale invoices with orders, delivery 
records, stock records and stock sheets to 
check against fictitious sales being in- 
voiced but not delivered. See that goods 
sent on approval, on sale or return or 
assignment and sales of fixed assets are 
excluded from sales. Test credit notes 
for goods returned watching carefully 
where an exceptional number of credit 
notes seem to have been issued near or 
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after balance date. See whether there are 
any sales of material importance which 
may be non-recurring. If there are include 
them in the comparative statement sepa- 
rate from normal sales. 

Calculate the percentage of gross profit 
to sales for each year and investigate 
variations in the percentage. 

. Take note of any factors which you con- 
sider may affect future sales—type of 
goods sold, possibilities of expansion, 
effect of price variations, method of sell- 
ing and type of sale made; character and 
number of customers. Although this in- 
formation should not be included in a 
prospectus it would be useful to your 
client. 

. Study the trend of cost of material used 
and cost of sales. 

. Check purchase records to ascertain 
whether all purchases have been included 
in the books. 

. Stock sheets, particularly at the end of 
the period being investigated, should be 
carefully examined. Watch for inconsis- 
tent valuation methods. 

. Calculate percentage of expense groups 
on sales and examine variations from 
period to period. Check purchases of fixed 
assets carefully. Exclude recurring or 
extraordinary items from the calculation 
of operating profit. 

. Check the opening balance sheet with the 
private ledger entries to ensure that the 
starting point is correct. 

. Check all entries to the private ledger; 
check additions and trial balance. 

See that accounting statements have been 
compared on a consistent basis from period 
to period. 
Verify the closing balance sheet in detail, 
movements of assets and liabilities being 
closely watched. An expert may have to 
be called in to verify and value plant, 
land and buildings, fixtures and fittings, 
etc. In an investigation of this nature 
the market value of assets is important 
and the balance sheet may need recasting 
to show this. Goodwill should be valued 
by the investigator and he should verify 
the existence and value of current assets 
and ascertain that all liabilities have been 
included. 
Ratios should be calculated to reveal the 
financial stability— both long and short 
term—of the concern. The purpose for 
which the new capital is required should 
be ascertained and it is necessary to decide 
whether the new capital will add to profit 
earning capacity or only stabilize the 
existing financial position. 
Disclosed profits should be adjusted to 
show what the normal result would have 
been under the new capital structure. 

16. The investigator should now prepare a 
report incorporating the results of his 
investigation. 

Question 3: 

Lonsdale Company Ltd., of which you are 

auditor, commenced business on 30th August, 
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STUDENTS’ SECTION — Continued 

1950. During the years ended 30th June, 1951 

and 1952, it incurred trading losses amounting 

to £20,000. During the year ended 30th June, 

1953, a trading profit of £12,000 was made and 

a factory building was sold at a profit of 

£10,000. Out of these profits the directors are 

proposing to pay a dividend of £6,000. 

(a) Do you think the payment of such a divi- 
dend would be in accordance with the law? 
Give your reasons for so thinking. 

(b) Would you, as a matter of business prud- 
ence, recommend the dividend? 


Answer: 

(a) Yes, the payment of a dividend of £6,000 
would seem to be in accordance with the 
law for the following reasons:— 

(1) It has been held that a company can 
pay dividends from current earnings 
without recouping past trading losses. 
In this case, leaving aside for a 
moment the £10,000 profit on the sale 
of the factory building, the company 
made a trading profit of £12,000 and 
had past trading losses amounting to 
£20,000. Legally the company could 
pay out the whole of this trading pro- 
fit of £12,000 as dividend provided— 
(a) The memorandum and articles do 

not prohibit the action. 
(b) Sufficient funds remain to pay 
creditors in full. 

In the case of the Ammonia Soda Co. 
v Chamberlain the judge said, “If 
during the year there is no balance 
to the credit of Profit and Loss Ac- 
count any dividend which is paid must 
be paid out of capital and any such 
payment must reduce the paid up 
capital . Such a ‘payment is 
clearly a reduction of capital and is 
ultra vires. But where a company has 
made losses in past years and then 
makes a profit out of which it pays 
a dividend, the question is a different 
one. Such a dividend is not paid out 
of paid up capital. If it were, the 
paid up capital would be still further 
reduced by the payment. In fact, the 
assets representing the paid up capital 
remain the same or of the same value 
as before the payment of dividend. 
It may be that the balance to the 
credit of Profit and Loss Account 
ought to be applied in making up lost 
capital, and it may be that the credi- 
tors are liable for neglecting to apply 
it in this way. But such a payment 
does not involve a reduction of capital, 
it involves a failure to make good 
capital which has already been lost.” 

In the appeal the judge said, “I am, 
of course, far from saying that in all 
such cases dividends can properly be 
paid without making good the pre- 
vious loss; the nature of the business 
and the amount of the loss may be 
such that no honest and reasonable 
man of business would think of pay- 


ing dividends without providing for 

it. In such a case I apprehend the 

Court would take the view that a pay- 

ment which no honest and reasonable 

man of business would think it right 
to make could not properly be made 
by the directors.” 

Legally the Profit and Loss Appro- 
priation Account is considered not as 

a continuing account but as a series 

of accounts, one for each year, and 

providing the one for the current year 
shows a profit a dividend could be 
paid equal to that profit. 

With regard to the £10,000 profit on 

the sale of the factory building, this 

provided — 

(a) The memorandum and articles of 
association authorise the pay- 
ment. 

(b) The whole of the assets have been 
revalued and establish that there 
is a definite capital surplus. 

In Lubbock v The British Bank of 

South America Ltd. it was held that 

the company could pay a dividend 

from a profit of £205,000 made on the 
sale of the bank’s assets and goodwill 
in Brazil. In Foster v. The New 

Trinidad Lake Asphalt Co. Ltd., pay- 

ment of a dividend was refused be- 

cause reviewing the company’s assets 
as a whole there was no capital profit. 
(b) As a matter of business prudence the 
dividend should probably not be paid, 
Under modern accounting methods the 
profit and loss appropriation account is 
considered as a continuing account and 
until that account shows a credit balance 
a dividend should not be paid as until 
then the company cannot be considered to 
have made a profit. The profit and loss 
appropriation account would in this case 
show a credit balance of £2,000 from which 
the directors want to pay a dividend of 
£6,000. Under modern accounting methods 
£2,000 would be the maximum dividend 
allowable. Even this amount would be 
unwise as the profit of £22,000 for the year 
ended the 30th June, 1953, consisted of a 
non-operating profit of £10,000 on the 
sale of the building, a non-recurring item. 
The trading profit was £12,000 and there 
were previous trading losses of £20,000; 
a trading loss over the period of £8,000. 
Until the concern shows a_ substantial 
trading profit over its life and accumu- 
lates sufficient reserves to safeguard 
against future lean periods the directors 
would be unwise to risk the continued 
financial stability of the concern by pay- 
ing a dividend. 


Question 4: 


X, the auditor of Y Company Ltd., included 
in his report to the shareholders on the ac- 
counts for the year ended 30th June, 1953, the 
following statement: “The amount at which 
the asset ‘Trade Debtors’ is stated in the bal- 
ance sheet must be regarded as correct only 
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STUDENTS’ SECTION — Continued 


so far as is stated in my report to the direc- 

tors of 15th June, 1953.” 

This statement referred to a report made 
by X to the board of directors in which he 
stated that certain of the accounts in the 
debtors’ ledger totalling £15,000 were, in his 
opinion, uncollectable and should be written 
off. The directors considered his report and 
replied by iecter that “in the opinion of the 
Board there is a reasonable chance of the 
accounts being collected and there are no 
grounds at present to justify reducing the 
profits by charging a loss of this amount.” 

The piofits for the year amounted to £20,000 
and out of this sum the directors propose to 
pay a dividend of £18,000. The shareholders 
approve and this dividend is paid. 

Answer these questions:— ‘ 

(a) Did the auditor discharge his duty by 
wr ting to the directors and making a 
reference in his report to the letter? 

(b) If it is subsequently found that the ac- 
counts are uncollectable and have to be 
written off, would a shareholder in Y 
Company Ltd. have a right of action 
against X? 

Give reasons in both cases. 

Answer: 

(a) Yes, probably the auditor would discharge 
his duty by writing to the directors and 
making a reference in his report to the 
letter, although he would run a very serious 
risk of being held to have failed to do his 
duty. The auditor is _ me by the 
shareholders and he should report directly 
to them, not to or through the directors. 
It is the duty of auditors to convey in 
direct and express terms to the share- 
holders any information which they think 
ought properly to be communicated. The 
Companies Act stresses that the auditor 
must report to shareholders. In the case 
of Re London and General Bank Ltd., 
the facts were similar to these given 
in this question except that the re- 
ference in the auditor’s report to his 
letter to the directors was omitted on the 
understanding that the Chairman would 
refer to it in his address at the share- 
holders’ meeting. The Chairman did so 
but not in a manner which called the 
attention of the members to it. The Judge 
in that case said that if the auditor had 
laid his original report before the share- 
holders he would perhaps have done 
enough under the peculiar circumstances 
of the case. The Judge also said that he 
felt there was great danger in acting on 
such a principle and in order not to be 
misunderstood he added that an auditor 
who gives shareholders means of informa- 
tion instead of information respecting 
a company’s financial position does so 
at his peril and runs the very serious 
risk of being held judicially to have 
failed to discharge his duty. Under 
the circumstance in Re London and 
General Bank Ltd., the auditor was held 
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to have failed to discharge his duty to the 
shareholders. 

In this question if the auditor considered 

that there was a chance of the debts 
being collected he would not need to 
report at all to the shareholders on this 
item as the auditors and officers of the 
concern would probably have a better 
chance of ascertaining which debts were 
good and which were uncollectable. How- 
ever, if the auditor considered the debts 
were definitely bad he would be wise to 
report direct to the shareholders by in- 
cluding in his report a statement that he 
considered that debts totalling £15,000 
were in his opin:‘on uncollectable and 
should be written off. This would be a 
much safer poneeteve for the auditor to 
adopt than that which he did adopt. The 
fact that the directors pay a dividend 
absorbing £18,000 of a protit of £20,000 
would also make the auditor more cautious 
for if, as did happen later, the debts 
became bad, this dividend would be paid 
artly, as to £13,000, out of capital. All 
osses of calculating assets must be 
brought into account before a profit which 
can legally be paid out as dividends is 
ascertained. 

If in (a) the auditor was held liable for 

failure to discharge his duty to the share- 
holders the auditor will be liable to com- 
ensate shareholders for any losses suf- 
ered by them because of that failure. In 
this case as the div.dend was paid almost 
wholly out of capital the shareholders 
may have to refund the amount paid out 
of capital to the company. The auditor 
would be liable to repay the shareholders 
the amount they must refund to the 
company. 

Question 5: 

(a) Outline the procedure to be followed by 

an auditor when checking the entries re- 

cording a new issue of share capital. 

What do you consider to be the responsi- 

bilities of an auditor regarding the Share 

Register of a company in years subse- 

quent to those in which a new issue of 

shares is made? 

Answer: 

(a) The precedure to be followed by an audi- 
tor when checking the entries recording 
a new issue of share capital is briefly as 
follows :— 

(1) Inspect the directors’ or the share- 
holders’ resolution authorizing the 
issue. 

(2) Examine the ap my (if any) 
for the number of shares to be allot- 
ted and the terms and conditions of 
the issue. 

Study the provisions of the memo- 
randum of association and the arti- 
cles of association relating to share 
capital. 

Check from the application forms 
into the applications and allotment 
journal, noting whether application 
forms are correctly completed. 


(b) 
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STUDENTS’ SECTION — Continued 

(5) Compare the cash entries in the 
applications and allotment journal 
with the receipt book or cash book 
entries. . 

(6) Check additions of columns in appli- 
cations and allotment journal for 
amounts payable and amounts paid. 

(7) Agree the total amount due for 
application money on shares allotted, 
with the journal entry debiting ap- 
plication account. 

Check copies of letters of regret (if 
any) to applications and allotments 
journal and check vouchers for re- 
funds with cash book entries and 
trace individually from there to 
Applications and Allotments Journal. 
Agree total refunds with the debit 
to the Application Account. 
Examine the resolutions allotting the 
shares in the directors’ minute book. 
Compare copies of the letters of 
allotment with the Applications and 
Allotment Journal. 

Check cash received on allotment 
with receipt counterfoils or the cash 
book and check to the Applications 
and Allotment Journal. Check addi- 
tions of columns for amounts pay- 
able on allotment and vouch journal 
entry debiting the total to Allotment 
Account. 

Share certificates should be checked 
before issue to the shareholders from 
the details contained in the Applica- 
tions and Allotment Journal. Check 
carefully the name of the share- 
holder, the number of shares covered 
by the certificate in both words and 
figures, the distinctive numbers of 
those shares and the amount paid 
up on the shares issued. 
Check postings from the details con- 
tained in the Applications and Allot- 
ment Journal to the individual share- 
holders’ accounts in the Share Regi- 
ster noting neme of shareholder, 
number of shares issued and their 
dist nct've numbers, and amount paid 
up on those shares. 
In New South Wales, Queensland and 
Western Australia, the auditor is required 
to report, inter alia, that the Register of 
Members has been properly kept. In these 
States there may be some grounds for 
considering there is more or less a statu- 
tory obligation to check all entries made 
in the share register but in any event a 
complete audit of the share register is a 
wise precaution as many frauds have 
taken place particularly with share trans- 
fers. To carry out a complete audit of 
the Share Register the auditor would 
need to verify and check the posting of 
the following transactions that may effect 
the register between the beginning and 
end of an accounting period — New Issues 
of shares, Transfers of Shares, Calls 


made, shares forfeited, forfeited shares 
reissued. At the end of the period a 
schedule of balances should be checked 
with individual shareholders’ accounts in 
the register and reconciled with the fol- 
lowing accounts in the general ledger. 
Shares issued agreed with difference be- 
tween nominal and unissued capital ac- 
counts. Calls Unpaid with balance of call 
accounts. Capital uncalled with balance 
of Uncalled Capital Account. Calls paid 
in advance agreed with Calls Paid in Ad- 
vance Account. 


Question 6: 


As the final step in your audit of the ac- 
counts of the Wholesale Company Ltd., for 
the year ended 30th June, 1953, you undertake 
an analysis of the accounts over the past five 
years. This analysis reveals that when com- 
pared with previous years there existed in the 
accounts under audit the following con- 
ditions :— 

(a) An unusually high percentage of gross 
rofit on sales. 

(b) An unusually low rate of turnover of 
average monthly trading stocks. 

(c) An unusually high number of average 
day’s credit sales uncollected at balance 
date. 

(d) An unusually high percentage of trading 
stock on current assets. 

(e) An unusually high working capital ratio. 

Indicate possible causes for each of the 
above conditions and state what further audit 
action would be prompted by the results of 
this analysis. 

Answer: 

Dealing with each ratio separately, possible 
causes of variations are:— 

(a) An unusually high percentage of gross 
profit on sales — 

(1) Increased selling prices. 

(2) Cheaper purchase cost without reduc- 
tion in selling price. 

(3) Understatement of opening stocks or 
overstatement of closing stocks. 

(4) Manipulation of purchases, sales and 
stock. 

(5) Changes in type of sale. 

(6) Introduction of new lines carrying 
different profit margins or elimination 
of low margin lines. 

An unusually low rate of turnover of 

average monthly trading stock. 

(1) Overvaluation of closing or opening 
stocks as usually the average monthly 
stuck is calculated by taking the 
arithmetical average of these two 
stocks. 

Accumulation of larger than normal 

stocks caused by — 

(a) Bad buying and accumulating of 
obsolete or unsaleable lines. 

(b) changes in demand 

(c) a change in the type of goods 
dealt in 

(d) Buying a larger than normal 
amount because of an expect 
price rise or difficulties of supply 
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STUDENTS’ SECTION — Continued 
(e) poor marketing or lack of co- 
operation between the procuring 
and the selling departments. 

(c) An unusually high number of average 
days credit sales uncollected at balance 
date. 

(1) Inefficient control over credit grant- 


ing. 

(2) Inefficient debt collection. 

(3) An extension of the credit allowed 
as compared with previous periods. 

(4) Overstatement of debtors by — 

(a) failure to write off bad debts 

(b) inclusion of fictitious debtors to 
increase sales for the period or 
to cover up the misappropriation 
of cash. 

(c) inclusion of debtors of the con- 
cern for items other than credit 
sales— sales of fixed assets or 
loans. 

(5) Credit sales themselves could be 
understated. 

An unusually high percentage of trading 

stock to current assets. 

(1) Stock overvalued. 

(2) Inconsistency in classification of cur- 
rent assets. An item included in cur- 
rent assets last year included in an- 
other group this year. 

(3) Larger than normal stocks or lower 
than normal for the other current 
assets. 

An unusually high working capital ratio. 
Current assets overstated. 

Current liabilities undedsstated. 

Inconsistency in classification of cur- 

rent assets and current liabilities. 

Circumstances such as a discharge 

of liabilities or an increase in current 

assets just before balance sheet date. 

A decision of management to increase 

working capital. 

Taken together these five conditions would 

put the auditor on his guard against — 

(1) Overvaluation of stocks 

(2) Manipulation of purchases and sales 

(3) Overstatement of debtors 

(4) Understatement of current liabilities 

(5) Inconsistent application of accounting 
poses and procedures from period 


period. 
Addit, Fm checks the auditor would carry 
out on the basis of this analysis are as 
follows — 
(1) If he has not already done so he 
should verify the existence and value 
of stocks as detailed in question 1, 
watching particularly for inclusion of 


non-existent items or items which 
have been sold but not delivered at 
balance sheet date. The basis of 
valuation should be checked carefully 
to ascertain if it is consistent with 
prior periods. In these circumstances 
the auditor would probably carry out 
more extensive test checks than he 
would normally carry out. If there 
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is a cost system in use the section of 
it dealing with stocks would be closely 
examined. 
Manipulation of sales and purchases. 
The auditor should watch particularly 
for fictitious sales near the end of 
the period which may be cancelled 
by fictitious credit notes early in the 
new period. With sales the auditor 
should examine and test duplicate 
invoices, credit notes, delivery dockets 
and other documents with accounting 
records. He should watch carefully 
for sales of capital assets included 
with credit sales. With purchases he 
should endeavour to see that they are 
not understated by the suppression of 
invoices or the recording of fictitious 
returns. See that all invoices noted 
as missing during the regular audit 
are produced. 
Overstatement of debtors. If not al- 
ready done examine debtors’ ledger 
for overdue accounts and discuss each 
account overdue with the credit mana- 
ger to try to ascertain if it could be 
considered as bad. Circularize debtors 
if not already done; with accounts 
you consider may not be genuine, if 
ossible, personally contact the client. 
nderstatement of current liabilities. 
Watch the records early in the next 
period for liabilities that were due at 
the end of the last period and which 
were not brought into account. Com- 
pare individual items of current lia- 
bilities with those of previous periods. 
Inconsistent application of accounting 
practices and procedures should have 
been picked up during the regular 
audit programme. 


Question 7: 


Write an essay discussing the value to an 
auditor of cost records maintained by a com- 
pany which he is auditing. Describe the princi- 
pal purposes for which costing information 
would be sought by the auditor and any pre- 
cautions he would take before accepting any 
such information as being correct. 


Answer: 

A costing system offers many advantages in 
securing an accurate audit and affords the 
auditor facilities for securing full information 
ahout values which result from manufactur- 
ing activities. A costing system is aimed at 
providing control over the three elements of 
manufacturing cost—Raw Materials, Direct 
Labour and Manufacturing Expense. The con- 
struction of cost accounts involves a cross 
analysis of the expenditures under units of 
production and so tends to bring to light any 
errors existing in the original material or 
the analysis thereof. It is only by the use of 
cost accounts that a reliable valuation of 
manufactured stock or work in process can be 
arrived at for the purposes of the final state- 
ments. It is in regard to the verification of 
stocks on hand that the auditor will find a 
costing system of most use although cost con- 
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trol of labour and expense will provide him 
with some valuable cross-checks. 

Raw Material— Under a costing system, 
methods and procedures ere provided to con- 
trol stock from the time it is ordered until it 

oes out from the concern in the form of fin- 
ished products. Perpetual stock records will be 
maintained for stocks (raw material, partly 
processed goods and finished goods) and these 
will be very useful to the auditor when verify- 
ing stocks on hand. The auditor would check 
the comparison between the stocks as per the 
records and the stock as per the physical stock 
taking. Any variations between the two 
figures should be explained to the auditor’s 
satisfaction. The auditor should compare the 
totals of the various stock ledgers with the 
various stock control accounts in the cost 
ledger. 

Direct Labour—The costing system can 
provide the auditor with a valuable check on 
the payrolls. Under a properly designed cost- 
ing system the allocation of labour cost will 
be drawn up from job cards or time cards 
completed by the employee and checked by a 
foreman while the payroll department will use 
the clock cards which the employee completes 
or punches when clocking in and out. These 
two sets of figures should be reconciled, the 
amount to be paid to employees should agree 
with the amount charged to jobs, processes, 
or standing order numbers. If the auditor is 
satisfied that this is done he has a check on 
the entering of fictitious names on the pay- 
roll and the overpaying of employees. Cost 
records will also show the amount of labour 
included in work-in-process at the end of the 
period. 

Factory Expense — The costing system will 
provide control over the various items of in- 
direct expense which includes incorrect labour 
and indirect material. Where predetermined 
expense rates are used the auditor will be able 
to ascertain that correct amounts of expense 
have been included in work-in-process. The 


estimates necessary to calculate expense rates 
will be useful to the auditor as he can com- 
pare such estimates with actual expenses in- 
curred and obtain explanations of differences, 
This may lead to discovery of errors or frauds 
connected with the various expense accounts 


Where a system of budgetary control and 
standard costs is im operation an auditor 
should examine carefully the variations be 
tween actual and standard figures and obtain 
explanations for these differences. These may 
indicate weaknesses in the system which the 
auditor may need to check more thoroughly, 


A cost accounting system is, in reality, a 
system of internal check on a large scale and 
requires the use of supporting documents for 
all entries upon the financial books and the 
cost records. This gives the auditor ample 
opportunity to trace entries back to their 
ae gra sources and determine their accuracy 
and truth. 

Before accepting the information contained 
in cost records the auditor should ascertain 
that the cost records are part of the concern’s 
accounting system and are controlied through 
accounts in the general ledger. A properly 
designed cost system should consist of a series 
of reconciliations between the information ac- 
cumulated in the general ledger and the in- 
formation accumulated in the cost ledger. 
Unless the auditor is satisfied that this is being 
done he should be very cautious in accepting 
as correct information from the cost records. 
These reconciliations, one of which was men- 
tioned when deal'ng with labour, should form 
part of the cost system and should cover every 
possible section of the system. 

An auditor would also need to test check 
some of the procedures required to be carried 
out under the cost system to assure himself 
that they were actually being done and that 
important controls and checks were not being 
omitted. A cost system may look perfect on 
paper but unless the auditor is satisfied that 
the system is operating as planned he could 
not rely on the cost records. 





News and Notes 


CERTIFICATES. 


Members will be interested to learn that 
the tremendous task of preparing some 18,000 
Certificates of Membership is nearing com- 
pletion. Certificates have been prepared, in 
the first instance, for former members of the 
Commonwealth and Federal Institutes of 
Accountants ard of the Association of Accoun- 
tants of Australia. 


These certificates show the date of admis- 
sion as 1 January, 1953—the date on which 
the Society commenced its operations and the 
date on which the members concerned were 
entitled to admission. After the certificates 
have been prepared for these members 
throughout Australia and overseas, certifi- 
cates for members who completed the exami- 
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nations after the formation of the Society will 
be prepared and will show the actual dates 
of admission. 

By the time this issue of the journal is 
published, certificates for members resident in 
Victoria, South Australia and New South 
Wales will have been completed and those for 
Queensland, Western Australia, Tasmanis 
and overseas will be well under way. 

Members will be informed by letter from 
each Divisional office when their certificates 
are available. 

VICTORIAN DIVISION. 
Cases of Professional Conduct. 

The following cases of professional conduct 
have been considered recently by the Vice 
torian Divisional Council: 
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REWS AND NOTES — Continued 


Case No. One. 

The facts of the case were: 

(i) A member in practice made periodical 
visits to a country town for approxi- 
mately three months in each year; 

(ii) He wrote and requested a ruling from 
the Society as to whether he could insert 
the following advertisement in the news- 
aper of that town a short time prior to 
is visit: 

(Member’s Name), A.A.S.A., 

Public Accountant, Registered Tax Agent, 

Resumes Practice at — sige an an 
Telephone — (Phone Number) 

(iii) A ruling was given to the member that, 
in the opinion of the Committee, such a 
visit did not constitute a resumption of 
practice and therefore the above adver- 
tisement would not be permitted by By- 


Law 6; 

(iv) Despite this ruling, the above advertise- 
ment appeared in several issues of the 
particular country newspaper; 

(v) A complaint was lodged with the Society 
and was considered as Pare by the 
Articles and By-Laws of the Society. 

The Council decided that the member was 

guilty of a breach of By-Law 6 and that he be 

admonished and fined £5/5/- for his offence. 
Case No. Two. 

The facts of the case were: 

(i) An anonymous complaint was received 
enclosing a circular letter issued in the 
names of two members of the Society 
which was sent to the proprietors of a 
small business offering accountancy ser- 


vices; 

(fi) The circular letter, which was produced 
on a duplicating machine, said that the 
Secretary of a professional organization 
of which the proprietors were members, 
had recommended that the two members 
should write offering their services. The 
letter went on to describe the advantage 
of keeping correct records; 

(iii) The complaint was considered by the 
Investigation Committee in the manner 
prescribed by the Articles and By-Laws 
and was subsequently heard by the Divi- 
sional Council. 

The Council decided that the two members 
had been guilty of a breach of By-Law 14 and 
that they be admonished for their offence. 

September Series of Lectures. 

The series of lectures held during Septem- 
ber were an outstanding success. The first 
two addresses on “Valuation of Trading 
Stocks” were attended by approximately 
three hundred members. Mr. E. J. Unger, 
B. Com., A.A.S.A., a senior officer of the Taxa- 
tion Department, addressed the first meeting 
on taxation requirements and Mr. A. A. Fitz- 
gerald, O.B.E., B.Com., F.A.S.A., addressed 
the second meeting on accounting require- 
ments. The third | of the series drew 
an audience of over six hundred members, at 
Which Mr. A. Neale, O.B.E., F.A.S.A., 
Deputy Commissioner of Taxation, spoke on 
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“Procedures in the Victorian Income Tax 
Office.” 

The starting time of 6.30 p.m. for such 
meetings seemed to be popular with members. 
The addresses lasted for approximately one 
hour, after which a half-hour was devoted to 
questions and discussion. The meeting con- 
cluded at approximately 8.00 p.m. 

The Divisional Council, in considering plans 
for an extension of educational facilities for 
members, has been greatly encouraged by the 
outstanding response by members to the 
series mentioned above. 

It is hoped that similar enthusiasm will be 
shown towards a series to be held in Novem- 
ber on “Long Service Leave.” This series 
will be made up of four lectures covering the 
general, legal, taxation and accounting im- 
plications of the recent Victorian legislation 
on this subject. Members will be notified of 
the details of the series late this month. 


September Luncheon. 

A capacity audience of three hundred mem- 
bers and guests attended the September lun- 
cheon at which Cmdr. M. S. Batterham spoke 
on the subject, “Frogmen—Human Tor- 
pedoes.” Most members attending had only 
an obscure idea of the almost legendary ex- 
ploits of these intrepid servicemen. However, 
the graphic description of their activities 
outlined by Cmdr. Batterham brought forth 
comments of incredulity from his audience. 
His address was spiced with humour and was 
delivered in a most entertaining manner. In 
the absence of the State President, Mr. V. L. 
Gole, the State Vice-President, occupied the 
chair and his vote of thanks to Cmdr. Batter- 
ham at the conclusion of the address was 
endorsed with spontaneous and thunderous 


applause. 
Ballarat Branch. 

A record attendance of more than 60 mem- 
bers and students, including some from 
Maryborough, were present at the “Ballarat 
Wattle” on the 22nd September to hear a lec- 
ture by Mr. A. A. Fitzgerald, O.B.E., B.Com., 
F.A.S.A., on the subject of “Financial Reports 
of Companies: Present Standards and Pros- 
pective Improvements.” Mr. Fitzgerald gave 
a very clear exposition of the subject and, 
to help students particularly, he dealt in some 
detail with Disposition of Funds Statements. 

The meeting was presided over by the 
Branch Chairman, Mr. T. E. Barnes, A.A.S.A., 
and, at the conclusion of question time, a 
vote of thanks was moved by the Branch 
Vice-Chairman, Mr. W. M. Cuthbertson, 
F.A.S.A., and seconded by Mr. J. E. Hewitt, 
A.A.S.A. Both speakers paid a special tri- 
bute to the outstanding work which has been 
done by Mr. Fitzgerald and expressed par- 
ticular appreciation for his action in visiting 
Ballarat to assist the Branch in its activities. 

Mr. Fitzgerald was accompanied by Mr. 
G. E. Fitzgerald, Vice-President of the Society, 
Mr. R. S. Sharp, Victorian Divisional Council 
representative on the General Council, Mr. 
S. G. Young, a member of the Divisional 
Council, and Mr. D. L. Chipp, State Regis- 
trar. 
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NEWS AND NOTES — Continued 


One of the most enthusiastic meetings of 
the Branch was concluded with the serving of 
supper and further informal discussions be- 
tween members and visitors. 


NEW SOUTH WALES DIVISION. 


Chair in Accountancy. 

The Council of the N.S.W. University of 
Technology recently gave approval for the 
establishment of a Faculty of Commerce 
within the University. When established, 
courses will be conducted in general com- 
merce, wool commerce, accountancy and pub- 
lic administration. Foundation chairs are 
to be established in Economics and Accoun- 
tancy and action will be taken to call appli- 
cations here and abroad for these chairs. 

Publie Accountants’ Registration Board 

(N.S.W.) Elections. 

The Act provides for a Registration Board 
consisting of five members, two of whom 
must be Public Accountants. The Act also 
provided that, in the first instance, these two 
members would be the State Chairman of the 
Institute of Chartered Accountants in Aus- 
tralia or his nominee and the State President 
of the Commonwealth Institute of Accoun- 
tants (now merged in the Australian Society 
of Accountant) or his nominee. 

The two Publie Accountants on the present 
Board are Messrs. H. W. Chancellor, F.A.S.A., 
and O. H. Paton, F.A.S.A., who are offering 
themselves for re-election. The elections will 
take place on 24th November, for which pur- 
pose nominations close on 13th October. 


Local Government Auditors’ Examinations, 
1954. 


The above examinations will commence 
on Wednesday, 1st December, 1954. Applica- 
tions close on the 11th October, 1954, with 
the Secretary of the Local Government 
Examination Committee, Department ef Local 
Government, Bridge and Phillip Streets, 
Sydney, G.P.O. Box 4248, Sydney. (Tele- 
phone B 066, Extension 666.) 

Members’ Luncheon. 

Mr. O. D. A. Oberg was the guest speaker 
at the members’ luncheon on Wednesday, 15th 
September, at the Trocadero. The title of his 
address was “Reactions to Current Conditions 
in United States and Canada.” Mr. Oberg 
spoke of production costs in the United States, 
Canada and Australia, and mentioned the 
favourable comparison between costs in the 
United States and Canada. He was of the 
opinion that the standard of living in Aus- 
tralia was comparable with any country in 
the world, not excluding America. Austra- 
lians would have to be prepared for an in- 
crease in immigration so that the population 
of this country might reach 20 millions by 
the end of the century. 

The State President, Mr. W. P. Henson, 
was in the chair and extended a welcome to 
the guest speaker and to the General Regis- 
trar, Mr. C. W. Andersen, who had arrived 
in Sydney in time to be present. At the con- 
clusion of the address, a vote of thanks to 
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the speaker was moved by Mr. H. R. Irving, 
F.A.S.A. 


Canberra Branch. 

The August meeting of the 
Branch was held on Thursday, 26th August, 
1954, at the Hotel Ainslie- Rex, with 
44 members present, a the Common- 
wealth Auditor General, r. J. Brophy, 
F.A.S.A. 

Mr. H. L. Jenkyns, Financial Adviser to the 
High Commissioner for the United Kingdom, 
delivered a lecture entitled “Budget Making 
in the United Kingdom,” which was enthv- 
siastically received. 

The next lecture, entitled “Parliamenta 
Standing Committee on Public Accounts,” will 
be delivered by Dr. Ronald Mendlesohn. 


Personal. 

Messrs. G. J. Christie & Co. notify that 
they have transferred their offices to 41 Mae- 
querie Street, Dubbo. Their postal address 
is still Box 168, P.O., Dubbo. 

Mr. H. A. Dengate, A.A.S.A., has been 
appointed General Manager of the Oceanic 
Insurance Company Limited, 54A Pitt Street, 
Sydney. 

Mr. T. L. O’Halloran, F.A.S.A., has been 
appointed Assistant Manager of the Victorian 
Branch of Caltex Oil (Australia) Pty. Ltd. 

Mr. A. M. Spence, A.A.S.A., has been ap- 
pointed Accountant at Sydney Hospital, Mac- 
quarie Street, Sydney. 

Messrs. John H. Stone & Co. notify that 
their practice is now being conducted at 
Fourth Floor, Twyford House, 17 Castlereagh 
Street, Sydney. 


QUEENSLAND DIVISION. 


Research Lecture. 

The 1954 Research Lecture in the Univer- 
sity of Queensland was delivered by Mr. L. 
Goldberg, B.A., M.Com., F.A.S.A., on 30 Sep- 
tember, 1954. Mr. Goldberg is well known 
as the author of “A Philosophy of Account- 
ing” and co-author with Mr. V. R. Hill of 
“The Elements of Accounting.” He is Senior 
Lecturer in Accountancy in the University of 
Melbourne. 

The title of Mr. Goldberg’s address was 
“Depreciation in Published Company Reports” 
and represented the second of two lectures on 
“Depreciation.” He delivered the first at 
the Canberra University College last year. 
The subject matter of these two lectures 1s 
of great interest to members at the present 
time. 

Mr. Goldberg’s lecture in Brisbane followed 
his examination of a number of annual re 
ports of companies published in the post-war 
period as a means of assessing the manner 
in which depreciation had been treated m 
information submitted to shareholders. He 
dealt with this problem against the back- 
ground of Company Law _ requirements. 
With the inclusion of other aspects, including 
the recommendations of accountancy insti- 
tutes and the influence of the provisions 
the Income Tax Act, his paper constituted @ 
valuable contribution to the profession. 
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NEWS AND NOTES — Continued 


It is hoped that a copy of Mr. Goldberg’s 
paper will be available in the library for 
erence by members. 


Members’ Luncheon. 

The September luncheon was held on 23rd 
September at the Maple Lounge, McDonald’s 
Restaurant, Edward Street, Brisbane, when 
Mr. W. R. MeDonald, A.A.8.A., General 
Manager of The Telegraph Newspaper Co. 
Ltd., addressed members. Members listened 
with great interest to his address, “Spotlight 
on Formosa,” and realised from his com- 
ments the significance of present develop- 
ments in Asia and their influence on Austra- 
lian national policy and security. 

The extent to which members appreciated 
Mr. McDonald’s address was evident from 
the warmth of the acclamation with which 
they carried a vote of thanks. 


Educational Group. 

To enable members to keep up to date, 
two important lectures were arranged by the 
Committee of the Educational Group of the 

eensland Division. The first was held on 

day, 17th September, when Mr. R. W. 
Robertson, B.Com., A.A.S.A., Director of 
Studies, Hemingway Robertson Institute, 
dealt at length and with great clarity on 
“The Nature and Classification of Accounts.” 

On Thursday, 23rd September, members of 
the Group listened with interest to a com- 
mentary on the Adelaide Convention held in 
June this year. Mr. A. S. Donnelly, who 
attended the Convention and was a discussion 
leader following the film “Contribution of 
Accounting to Management Controls,” gave 
a resume of the highlights of the Convention. 
From the list of members who attended men- 
tioned by Mr. Donnelly, it was noted with 
interest that a great number of junior mem- 
bers were present and that those participat- 
ing were not only the well-known names and 
leaders in the profession. 

_Mr. Donnelly also presented for considera- 
tion several new thoughts raised at the Con- 
vention and elaborated upon those he con- 
sidered were worthy of further study by all 
members. He was supported by Messrs. A. 
Greenhill, R. H. Gough and G. F. Robbins, 
who had attended the Convention also, Mr. 
Greenhill having delivered a paper on the 
“Application of Cost Accounting to Fields of 
Distribution and Administration.” 

The holding of this discussion on the Con- 
vention was appreciated by all present, as it 
enabled them to gain at first hand an impres- 
sion of its extent and scope and the benefits 
derived therefrom and in which, unfortunately, 
they had been unable to participate. 


Rockhampton Branch. 

Advantage was taken of the occasion of a 
visit to Rockhampton by a member of the 
Divisional Council, Mr. E. W. Heindorff, 
P.A.S.A., for him to address members of the 
Branch on Income Tax matters. The meeting 
took place on 3rd September with Mr. A. F. 
Tannock, F.A.S.A., in the chair. 
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Mr. Heindorf? chose as his subject “The 
Procedure of the Conduct of an Appeal before 
the Board of Review” and elaborated on 
many aspects of interest not only to the 
practising accountant, but to the accountant 
in industry and commerce and, more partieu- 
larly, the taxpayer. 

The extent to which members appreciated 
the co-operation of Mr. Heindorff in giving 
this period of his time during his visit to 
Rockhampton to address them was evident 
from the warmth of the acclamation with 
which the vote of thanks was carried. 


SOUTH AUSTRALIAN DIVISION. 
Information Service. 

The South Australian Divisional Council 
has appointed a Consultative Committee 
which will form part of the information ser- 
vice to members. This service is meant to 
cover advice on technical problems met in 
actual practice. 

If a member desires information on a mat- 
ter not covered by any book, ys or 
periodical article contained in a library of 
the Society, he can submit an inquiry, which 
must be in writing, to the State Registrar. 
If the question can readily be answered by 
reference to an authoritative work, an imme- 
diate reply, referring to the particular autho- 
rity, will be furnished. If these sources do 
not provide an adequate answer to the ques- 
tion, the assistance of members of a Consul- 
tative Committee will be sought. 

The information service is limited to ques- 
tions relating to accountancy and allied sub- 
jects. No question involving an exposition 
or interpretation of law, including the law of 
taxation, is answered by members of Consul- 
tative Committees or Divisional Office staff. 
The service is naturally limited also to the 
provision of the best possible information or 
opinion available. The Society can accept no 
responsibility for the soundness of any in- 
formation given or of any views exwressed. 
Its function is to provide a clearing house and 
to ensure that every precaution is taken to 
avoid the dissemination of inaccurate infor- 
mation or of ovinions which have not been 
adequately considered. 

The personnel of the Committee has been 
drawn from members of the Division whose 
practical experience and technics! knowledge 
fits them to assist members with problems 
with which they may be confronted. 


Lecture Programme. 

Two lectures arranged for November will 
be held on November 4th when Mr. John 
Goodchild will talk on his experiences during 
a recent trip abroad and on November 25th 
when Mr. G. F. Seaman will take as his sub- 
ject “Current Develonments in South Aus- 
tralia.” Further details as to time and place 
will be forwarded to members. 


WESTERN AUSTRALIAN DIVISION. 
Personal. 
Mr. S. A. Shellabear, A.A.S.A., has been 


elected President of the Real Estate Institute 
of W.A. 
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NEWS AND NOTES — Continued 


Mr. C. G. Hammond, F.A.S.A., a member 
of the Divisional Council, has been elected by 
ballot as a Councillor of the Perth Chamber 
of Commerce for the ensuing year. 


AUSTRALIAN ACCOUNTANTS STUDENTS 
SOCIETY 


VICTORIAN DIVISION. 
September Meetings. 

On Monday, 13th September, 86 mem- 
bers of the Society were addressed by Mr. 
Curtis A. Reid, F.A.S.A., F.C.1.S., on the sub- 
ject of “Branch Accounts.” 

At the conclusion of this address, Mr. R. W. 
Robertson, B.Com., A.A.S.A., A.C.I.S., spoke 
to 59 members on the subject of “Holding 
Companies.” 

The Council is most grateful to both 
speakers who once again have demonstrated 
their willingness to assist students by giving 
of their time and experience in addressing 
members on two subjects which always cause 
them a good deal of difficulty. 

November Meeting. 

In the place of the usual lecture for Novem- 
ber, 1954, the Council has arranged for an 
inspection of General Motors-Holdens Ltd. 
= at Fishermen’s Bend on Monday, 8th 

ovember. 

Owing to limited accommodation, the party 
for this inspection must not exceed 60 and 
details of arrangements have been forwarded 
to all members. 


NEW SOUTH WALES DIVISION. 

The September lecture of the Australian 
Accountants’ Students’ Society (N.S.W. Divi- 
sion) was delivered by Mr. R. W. Robertson, 
B.Com., A.A.S.A., A.C.LS., to a large atten- 
dance in the Society’s Conference Room on 
15th September. The Chairman, Mr. E. A. 
Cupit, welcomed members of the Society and 
introduced Mr. Robertson, who is the Director 
of Studies of one of Australia’s well-known 
Accountancy Colleges. His subject was “The 
Nature and Purpose of Account Classifica- 
tion.” Mr. Robertson introduced his subject 
with general remarks for the benefit of the 
students. He emphasized the importance of 
determining what information must be ob- 
tained from the financial books and accounts 
for submission to the management before 
adopting the system of accounts classification. 
This point was stressed as Mr. Robertson 
explained that a system of accounts classifi- 
cation of one business, although satisfactory 
and supplying all the required information, 


AUSTRALASIAN INSTITUTE 


GENERAL COUNCIL 


Cost Bulletins. 

Recent issues of the popular Institute pub- 
lication the “Cost Bulletin” have been of a 
very high standard. This has been due mainly 
to the fact that the Institute has been for- 
tunate in securing the services of able and 
authoritative writers. Members may care to 
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might be entirely unsuitable for another 
business. 

Dealing with specific expenses, Mr. Robert- 
son pointed out how they affect different tynes 
of businesses. Advertising for staff would be 
treated entirely separately in classification 
from the ordinary advertising relating to 
sales. Finally, Mr. Robertson discussed the 
classification of the balance sheet. Mr, 
Robertson’s lecture was characterised by his 
clear and friendly manner of speaking, and 
concluded with the usual discussion period. 
In thanking the lecturer, Mr. Cupit stressed 
the good fortune of members in being privi- 
leged to hear Mr. Robertson’s valuable advice, 
Mr. H. L. Thomas proposed a vote of thanks 
which was carried with enthusiasm. 

At the beginning of the meeting, the Gene- 
ral Council’s prizes for New South Wales 
students who gained honours places in Aus- 
tralia, were awarded by the General Regis- 
trar, Mr. C. W. Andersen, who was in Sydney 
and kindly consented to present the prizes, 
The students who attended the meeting to 
receive their prizes were: 

R. E. Bray—Federal Income Tax Law, “A” 

Syllabus. 

J. Bredebusch—Monetary Theory and Prae- 
é tice, New Syllabus. 


. W. Burgess—Final Mercantile Law, “A” 
Syllabus. 

E. L. Casey—Advanced Auditing, “C” Syl- 
labus. 

R. W. Heslop—Bankruptcy and Trustee Law, 
“A” Syllabus. 

J. T. Kennedy—Partnership and Company 


Law, “A” Syllabus. 
E. S. Robinson—Final Auditing, “F” Sylla- 


us. 
H. L. Rogers—Management Accounting, New 
Syllabus. 


SOUTH AUSTRALIAN DIVISION. 

The advantages of machine accounting to 
the one-man organization or to the extensive 
department store by use of either the elemen- 
tary adding machine or the intricate sensi- 
matic cycle billing machine were demonstrated 
to 88 members who attended an evening 
meeting at Burroughs Limited on 8th Sep- 
tember. We record our appreciation of the 
time and knowledge given by Mr. J. P. Wal- 
lace and his staff in making this evening 
such a success. 

Dates for the diary are: November 17th, 
1945, Visit to Adelaide Stock Exchange. 
December 9th, Christmas Social at the Ex- 
Navalmen’s Association Rooms, Pirie Street, 
Adelaide. 


OF COST ACCOUNTANTS 


urchase additional numbers of recent popular 

ulletins for the purpose of distribution © 
friends, particularly those in the fields around 
which the Bulletins have been written, s 
as pastoral occupations, overseas costing 
tutorial organizations. The Council cal 
heartily recommend the following recent 
issues :— 
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NEWS AND NOTES — Concluded 


Vol. 2, No. 5— 

“A practical Apgionticn of a System of 
Stendard Costing,” by R. F. Pascoe, A.C.A.A. 
winner of the 1951 “Cost Bulletin” Prize. 

This is an excellent treatise on a costing 
system adaptable to the automobile or en- 

ooeng, trades. 
Fol. 2, No. 9— 

“Terminology of Cost Accountancy.” 

A special research study by the Institute, 
being a list of terms recommended for general 
use by Accountants and Cost Accountants. 
Vol. 2, No. 12— 

“Australia’s Cost Crisis,” by C. D. Kemp, 
Director of the Institute of Public Affairs, 
Victoria. 

Mr. Kemp deals with the problem of rising 
costs and points to this weak spot in the Aus- 
tralian economy. 

Vol. 2, No. 14— 

“The Cost Position in Australian Primary 
Production,” by Professor S. M. Wadham, Pro- 
fessor of Agriculture, Melbourne University. 

A survey of the costs of Wheat and Butter 
and some reasons for heavy increases. 

a special concession the Institute is 
offering copies of all four above for 10/- the 
set post free. Copies are available at all Divi- 
sional offices. 


Cost Bulletin Prize. 


Members and students are reminded of the 
Cost Bulletin Prize which is still open for 
1954. This is in two sections, one being a 
prize of £50 to the contributor of the article 
deemed to be the best received and suitable 
for publication in the Bulletin. This should 
be of sufficient size to fill one issue and must 
naturally be on a subject pertaining to costing 
of general interest to members. e second 
prize is an award of £10 each to the best 
contributors of three shorter articles of 
1,500/2,000 words on some costing method or 
procedure of modern practical interest. 

Contributions should be typed, double- 
8 , and should be submitted with nom-de- 
plume to the Registrar of the Institute, 11 
Bank Place, Melbourne. 


VICTORIAN DIVISION 


Activities Brochure. 


In accordance with its usual custom, the 
Victorian Divisional Council has compiled a 
Brochure of Activities planned for 1954/55. 
This will enable members to view the pro- 
gramme to June next and make arrangements 
te attend any item or items in which they are 
particularly interested. Members are again 
Teminded that it is essential to complete the 
tear-off slip and return to the Institute so 
that an invitation can be subsequently issued. 

most interesting programme which should 
attract all tastes is summarised as follows :-— 
November 23rd— : 
MacRobertson Ltd, Confectionery Manu- 
facturers, Fitzroy (afternoon). 
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November— 

Lecture—Labour Productivity and Cost Re- 
duction in Industry. 

December— 

Christmas Luncheon. 
1955 
February— 

Demonstration of Mechanical Aids to Cost 
Accounting. 

February— 

Discussion Group—Setting of Labour Stan- 
dards, Time and Motion Study, etc. 
February— 

Public Speaking Group. 

arch— 

Annual Meeting. 

April— 
pee —ee Australian Costs be Reduced? 
fay— 

Lecture—Tariff Board Attitude to Applica- 
tions for Protection. 

June— 
Lecture—Control through Cost Reports. 


By the time these notes appear the October 
factory visit will have concluded but members 
can still enrol for the visit to MacRobertson 
Limited. An interesting innovation this year 
is the inclusion of a Christmas Luncheon, 
which will be held on Wednesday, 15th Decem- 
ber, 1954, at 12.30 p.m., at the Victoria Palace, 
Little Collins Street, Melbourne. A charge 
will be made to cover the cost and members 
are assured of a pleasant re-union and an ex- 
cellent programme. 


Cost Consultants. 


Following a number of enquiries from firms 
anxious to obtain the services of cost con- 
sultants, the Institute has opened a list in 
order to record the names of consultants for 
the purpose of advising those in need of advice 
on costing matters. This procedure is being 
tuken because the Council is unaware of the 
names of all those who practise in this field 
and is desirous that no consultant be placed 
at a disadvantage by not being recorded for 
this purpose. hen details are supplied, the 
Institute would not recommend any firm or 
firms but would leave the final choice to the 
organization requiring a particular service. 
Those who desire particulars recorded should 
communicate with the Victorian Registrar for 
this purpose giving name, address and general 
particulars of services rendered. 


Personal. 


His many friends will be grieved to learn 
of the death on 9th September of Mr. A. T. 
Butler, A.C.A.A., who was in practice as @ 
Cost Accountant in Footscray, Victoria. 7 
Butler served the Institute in many fields, 
tere g on the Panel of Assistants to the 

oard of Examiners and as a member of the 
Controlling Committee of Research Groups. 
His passing is deeply regretted. 

The death is also notified of Mr. D. W. 
Neil, A.C.A.A., of Glen Iris, Victoria. The 
Council has expressed sincere sympathy to 
next of kin. 
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Angus chetantie 


A Cure for Red Noses 

Greetings from the newly-elected 
President of the Bankrupt Book- 
keepers’ Society. My wife recently de- 
cided to “renovate” our dirty little 
suburban flat. This job has occupied 
a number of tradesmen, painters, car- 
pet makers, furniture folk, curtain 
makers, carters and others, al] under 
the genial direction of Mr. “Pop” 
Cahill, the french polisher, a genius 
who can make a piece of three-ply look 
like figured Spanish mahogany. As 
Henry IV. of France would say, “ ‘Pop’ 
is worth a bankruptcy.” Among other 
things, he is an authority on Eight- 
eenth Century furniture, and he has 
lent me some fine illustrated books on 
the subject. 

In order to demonstrate the change 
in prices during this century, “Pop” 
produced a copy of Weldon’s Ladies’ 
Journal of January, 1897, where a good 
leather-upholstered three-piece suite is 
advertised for £5. But, Weldon’s con- 
tains many other still more interesting 
advertisements. The Journal was pub- 
lished at a time when—according to the 
Hull “News” of 1897—sugar was sold 
for 1d. a lb.; dates for the same price; 
flour, 114d. for 14 lbs.; ham, 5d. a lb.; 
white bread, 34d. for 4-lb. loaf; tobacco, 
24d. an oz.; cigarettes, 6 a penny; 
matches, 1d. per dozen boxes, and kip- 
pers, a penny a pair. 

Red Noses. 

The following three advertisements 
appear on the first two pages of the 
Journal :— 

(1) Red Noses—permanently cured 
in a few days. Treatise and full 
particulars Post Free Two 
Stamps. Prof. C. P. Duncan, 


Specialist, 39 Baker Street, Lon- 
don. W. 





[I wonder if the Professor met Mr. 
Sherlock Holmes—they lived quite near 
each other.] 

(2) Much the same advertisement 
was inserted by a Dr. A. C. Cur- 
tis, York Chambers, Adelphi, 
London, W.C. 

(3) “ Those wishing to be rid of the 
disfiguring Red on the face, or 
Bloated Noses, should write for 
a stick of our ointment. Post- 
free, 1/6 each or two for 2/6 
and 2d. extra for postage. The 
very cure for Red Noses. Money 
returned if not satisfied. To be 
procured at any chemist’s or 
hairdresser’s or send P.O.O. to 
the Toilet Emporium, 73 Cam- 
den Street, North Shields, Eng- 
land.” 

Think of it, a cure for 1/6 or for 
more refractory cases, 2/6 (plus 2d 
postage). If only the Prof. and the 
Doctor and the Emporium had existed 
in Dickens’ day, Mr. Stiggins would not 
have been persecuted by that old bully, 
Tony Weller. 


Arsenic beats Thallium. 

Did you know that arsenic was good 
for the complexion ? If not, try Jame 
son’s “ Arsenical Complexion Soap. It 
produces a most lovely complexion, free 
from blotch or blemish.” 


The Pill that Will. 

“Have you a bad leg? You may 
have attended various hospitals and 
had medical advice and been told your 
case is hopeless, or advised to submit 
to amputation, but do not for I can cure 
you. I don’t say perhaps, but I will 
Send at once a postal order for 2/6 
to Albert, 73 Farringdon Street, Lon- 
don, and you will receive a box 0 
Grasshopper Ointment and Pills.” 
These are claimed to cure “Bad Legs, 
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END PAGES — Concluded 


Housemaids’ Knee, Uicerated Joints, 
Poisoned Hands, Tumours, Abscesses, 
Sore Throats, Bronchitis and Ring- 
worm.” 

There are two interesting aspects of 
this advertisement. Firstly, it dramati- 
cally places the case before you by 
giving you the alternatives of an ampu- 
tated leg or the expenditure of half a 
crown. Which would you sooner lose ? 

Again, there is a spatial economy in 
Grasshopper Ointment. For the pre- 
sent treatment of my 37 diseases I 
have a whole cupboard full of medi- 
cines, ointments, pills, etc. A pot of 
Grasshopper Ointment and a box of 
Albert’s Pills would cure the lot. If 
they can cure bronchitis and ringworm, 
they would laugh at cataract, psoriasis, 
indigestion, blood pressure, giddiness, 
senility, anaemia, retrograde amnesia, 
neurosis, depressive mania and other 
petty inconveniences. 

Good old Albert ! The lion never got 
you. Would you like a few tons of 
grasshoppers ? Australia can supply. 

One last thought—will some succes- 
sor of mine comment in this strain in 
an End Page issue of A.D. 2011 on the 
medical advertisements of 1954 ? 


Boys will be Boys 


A reader tells the story of a modern 
boyish prank in the following terms :— 
“Since my days as a junior clerk, when 
it was possible to subsidise my weekly 
pay with only an odd shilling or two 
from the stamp tin, the increase in 
postal rates has considerably widened 


the scope for ingenious office boys. For 
this reason, when performing company 
audits, I have always given full acten- 
tion to postage records and recom- 
mended adequate internal control 
thereof. In particular, I have advo- 
cated the use of franking machines as 
an ideal method of control. But the 
modern junior is well up with the 
times. The story goes that the office 
boy at Polly’s (I have drawn on Mr. 
Wells’ early novels for my pseudo- 
nyms) was a friend of the office boy at 
Kipps’. Kipps’ used a mail franking 
machine while Polly’s used adhesive 
stamps and bulk postage. No one sus- 
pected the boys’ friendship was on a 
financial basis until Polly’s received one 
of their letters returned by the P.M.G. 
‘not at this address’, and bearing a 
franking machine notation to ‘shop at 
Kipps—we give you fits and serve you 
right’. The simplicity of this racket 
has considerable appeal, and I suggest 
that you may find occasion to mention 
it in ‘The Australian Accountant’ for 
the edification of our professional col- 
leagues.” 


Psyche in a Clinic 


«THE beautiful story of Eros and 
Psyche has lost its charm for me 
since the goddess went into the clinic. 
Among the more boring, overworked, 
iil-used words in the English language, 
the words ‘psychic’ and ‘psychology’ 
must come near the head of the list.” 
(Chris. Massie in John O’London’s 
Weekly, 25th December, 1953). 





PROFESSIONAL NOTICES 


Professional Classified Advertisements in respect of office space, positions wanted, 
partnerships, etc., may be inserted at 5/- a line (minimum 15/-). 


ACCOUNTANCY PRACTICE for sale, com- 
bined with small Real Estate Agenev—Qld. 
Coastal Town—leasehold premises. £2,000 on 
small deposit and balance over five years. 
Rental extra. Possession given between Jan. 
and June next. Replies to No. 68, c/o Aus- 
—— Society Accountants, Box 457F, Bris- 
e. 
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ACCOUNTANCY PRACTICE or _ small 
number of clients wanted in Melbourne. 
Alternatively a proposition or arrangement 
offering scope to establish own practice will 
be considered. Reply No. 69, c/o Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. Continued overteat 
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PROFESSIONAL NOTICES — Continued 

ACCOUNTANCY PRACTICE or rt or 
small number of clients wanted Sydney or 
a Top price. LU 2526 or JA 8334. 

OUNTRY N.S.W., PROFESSIONAL 

POSITION SP posits leading to Partnership) 
or commercial position sought by keen, ex- 
perienced Aenean also Secretary, 34 years, 
married. Excellent references executive 
ability, integrity. Please reply No. 100, c/o 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


FOR SALE AT KATOOMBA — Accoun- 
tancy Practice. Full details, apply W. B. 
Deacon, Commonwealth Bank Chambers, 
Katoomba. 

PARTNER required, age 380-40. Practice 
situated large Queensland coastal town. 
Must be qualiffed Accountant and Regis- 
tered Tax Agent. Ingoing approx. £1,250 
cash. Further particulars apply “Agent,” c/o 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 

PARTNERSHIP. — A.A.S.A., A.C.LS., 
A.C.A.A., Public Accountant, married, age 
32, with six years’ experience; at present on 
extensive motoring tour and could call in and 
discuss matters without obligation, would 
like to enter partnership in prosperous coun- 
try area any State or would consider lucra- 
tive commercial sepemnent Reply “Accoun- 
tant,” Box 346, P.O., Tully, N 

QUALIFIED ACCOUNTANT requires 
position Brisbane firm of Accountants. Com- 
pleted examinations include Chartered Insti- 
stitute of Secretaries, Public Accountants 
Registration Board, Local Government Audi- 
tor, Association of Accountants (including 
Costing) and University Certificate in 
Accountancy. Examinations almost com- 
pleted include Chartered Institute of Accoun- 
tants and A’asian Institute of Cost Accoun- 
tants. Enquiries “Advancement,” c/o Regis- 
trar, Brisbane. 

ROYAL AUSTRALIAN ARMY PAY 
CORPS.—Vacancies exist for senior N.C.O.’s, 
with opportunities for appointment to War- 
rant and Commissioned rank, in the South 
Australian C.M.F. Detachment of the above 
Corps. Qualified accountants or students are 
invited to apply to either The Command 
Paymaster (Mr. Field), Keswick Barracks 
(phone LF 1681) Mon.-Fri., 9 a.m. to 4.30 
p.m., or O.C. 4 Royal Australian Army Pay 


Corps, Southwark Drill Hall (phone LU 5778 
Monday evenings from 7.45 p.m. to 9.15 p.m, ~ 

SECRETARY-ACCOUNTANT for 
Manufacturing Company with inte 
branches experienced costing credit bud 
controls, age, say, 28 upwards, sound opr 
tunity, good conditions; salary by 
ment. Apply strictest confidence, to No. 173 2, 
c/o Australian Society of Accountants, | 
Bligh Street ,Sydney 

TAXATION AND ACCOUNTANCY PRAG 
TICE for sale including office equipme 
library—Adelaide. Fees year 30/6/54 
ceeded £6,000. Good opportunity for youn 
men in partnership—replies to No. 67, e/@ 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 

THE SHELL COMPANY OF AUSTRA 
LTD.—INTERNAL AUDITOR.—An excel 
opportunity exists for young men up to 
nn for appointment to the position 

ternal Auditor with this Company. 
successful applicant, who should be a Uniy 
sity Graduate in Economics or Commerce @ 
a member of a recognised Accountancy Inst 
tute, will be required to perform Audits 
the Interstate Branches working from He 
quarters in Melbourne. Experience in At 
work will be an advantage. Prospects @ 
advancement are good in the fields of be 
Accounting Administration and also advane 
Accounting, i.e., preparation of final accounts 
Salary commensurate with ability and 
adequate expense allowance will be paid. 
generous superannuation scheme is avai 
Apply in writing giving full details of qui 
fications and experience to Staff Willie 
Shell Company of Australia Ltd., 163 Will 
Street, Melbourne, C.1 

YOUNG ASSOCIATE who has recent 
commenced practice in the South East 
South Australia would be prepared to rep 
sent any firm of Public Accountants whieh 
finds the area too remote for satisfe 
administration. Reply to “Young Associate 
c/o Australian Society of Accountants, G 
fell Street, Adelaide. 

YOUNG QUALIFIED ACCOUNTANT 
quired for position with old established p 
gressive practice in South. Excellent 
pects for right man. Candidates to st 
degree of advancement. Apply in first & 
stance—S. T. & W., c/o Australian Soci 
of Accountants, 5 Bligh Street, Sydney. 





Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Telegraphic Address : 
“JEFFSTOCK,” MELB. 


Telephones : MU 6255, MU 46582. 


Eric R. Jeffery 


Member of the Stock Exchange of Melbourne 


Stock Exchange Buildings (Basement) 
422-426 Little Collins Street, Melb., C.1 








J. E. MARTIN, HEAD & CO. 


(ec. ©. HEAD) 
(Members Stock Exchange ef Melibourne) 


STOCK AND SHARE BROKERS 


A.P.A. BUILDING, 
379 COLLINS STREET, C.1. 


a 


ist Floor. 


*‘Phenes—-MU 6165 and 6166. 
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